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HE notable characteristic of the stock market during recent weeks has been 
its complete failure to respond to the many news announcements that 
would, in some conditions of the market, have led to a sharp advance in 

prices. The public has shown an entire absence of interest, and professional 
efforts to create a higher market have been spasmodic and temporary. 


Some Favorable Conditions 


FrOREMOST among favorable news items was the announcement of an extra 

dividend on Steel common, with the unprecedented earnings of $81,000,000 
for the second quarter and estimates that a still greater amount would be shown 
for the third quarter. There was, however, practically no change in the price 
of that stock as a result of the news. New buying was counterbalanced by sell- 
ing from investors who had been waiting for just such an announcement to take 
their profits. 

In addition to this, there were reports of continued heavy purchases of steel 
for foreign consumption and fresh war order contracts were awarded to several 
prominent companies. There is practically no let-up in the big railroad earnings 
and the high record bank clearings, except such as might naturally be expected 
to result from the effects of the mid-summer on general trade. 

Money is again easy, having recovered from the slight flurry caused by 
Government absorption of cash around July 1 through tax payments. Gold 
imports are flowing in steadily, with reports that they will continue in greater 
or less quantity throughout the rest of the year. 


The Year’s Trade Balance 


HE most fundamentally important feature on the constructive side of values 
continues, of course, to be our phenomenal foreign trade. Our exports for 
the year ended June 30 reached the staggering sum of $4,334,000,000. June alone 
gave us exports of $465,000,000, which was only slightly less than the $475,000,000 
sent out in May. The year’s imports were $2,198,000,000, exceeding the average 
of previous years by about $500,000,000. Net gold imports for the year were 
$404,000,000, of which $114,000,000 occurred during June. 
A country which is selling its goods abroad at such a rate as the above, and 
receiving such a large proportion of gold in return for them, cannot be other- 
wise than prosperous, even though the fact be generally recognized that the 
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heavy exports grow out of war conditions which must necessarily be temporary. 


The Threatened Railroad Strike 


QNE of the factors which has tended to restrict stock market activity is the 

possibility of a railroad strike of nation-wide extent. It is difficult to visual- 
ize the conditions that would exist if the strike should actually become a reality. 
We have never had a country-wide railroad strike. The greatest strikes of the 
past would be only minor disturbances compared with it. 

‘ The people of our great cities are fed by the railroads. Other activities 
might be suspended, with great inconvenience and colossal damage, but we can 
hardly stop eating. For that reason as well as others, Wall Street beliéves that 
Federal interference must and will prevent an actual tie-up. 


The Men’s Viewpoint 


W ALL STREET opinion favors the roads’ side of the argument, in view of the 

frequent advances in wages during recent years and the relatively good 
wages now paid compared with other occupations. For this very reason, if for 
no other, it is worth while to look at the matter for a moment from the employ- 
ees’ point of view. If you talk with the trainmen on the different lines you find 
that they look at it something like this: 

The wages received by the men who operate the trains never have been 
adequate compared with the exacting nature of the work. Most of the work is 
h 5 the hours are long and irregular, a great deal of skill is required; but more 
important still, every trainman constantly bears a heavy weight of responsibility. 
- The lives of hundreds of passengers and many thousands of dollars worth of 
property depend on his reliability and care. To fulfill his duties he must live 
only to work. He has almost no opportunity for social relaxation, to say nothing 
of dissipation. 

His wages are equal to those paid in other lines where the same skill is 
required—no higher. For the most important part of his work, the responsibility 
of conserving lives and property, he receives no pay at all. And the cost of living 
has risen to the point where all previous increases in wages are more than 
counterbalanced. 

In spite of all this, say the trainmen, we are not striking primarily for more 
wages. We are striking for the opportunity to live, for the chance to do a little 
something once in a while besides eat, sleep and run trains. Other skilled 
employees have the eight-hour day. Why are we any less entitled to it than they 
are? And if the roads can’t give us an eight-hour day, then the least they can 
do is to pay us time and a half for overtime. 

Regardless of whether we admit the justice of these claims, it is easy to see 
that the trainmen feel that they have something worth fighting for. Their deter- 
mination to strike is something more than a senseless passing enthusiasm or a 
temporary aberration. : 


How Europe Will Pay Us 


~ IR GEORGE PAISH said recently that the Allies would undoubtedly continue 

to buy from us about all the goods we would sell them on credit. That 
expresses the situation in a nut-shell. We are selling the goods, but we are lend- 
ing the purchasers the money with which to pay for them. The amount of gold 
that Europe can send us has been and will continue to be only a small fraction 
of our excess exports. 

We supply this credit by taking securities in payment—either our own 
securities, which are being steadily collected and sold back to us, or the bonds 
of foreign governinents, or securities based on neutral stocks and bonds as 


collateral. 
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That is the fundamental reason why our stocks have not risen and in the 
nature of the case cannot rise to correspond with their earnings. If the big 
earnings of the U. S. Steel Corporation, for example, are ultimately based on the 
credit obtained by sales in this market of Steel stocks previously held abroad, 
the operation tends to balance itself, and the prices of the Steel stocks cannot 
rise to the plane indicated by the earnings. And while exactly this may not be 
true of any one company, it is substantially true of the stock and bond markets 
taken as a whole. 


High Prices of Raw Materials 


A NOTHER element that tempers the enthusiasm of large interests is the 

excessive prices that must be paid for most raw materials. For example, 
the railroads need cars and locomotives. In fact, there is every prospect of a big 
car shortage this fall, probably the worst since 1907. But the railroads are not 
buying cars in quantity because the equipment companies have to quote prices 
based on inflated raw materials, and this inflation is Resed on a temporary cause 
—the war. Hence the American Car & Foundry Company, after keeping almost 
entirely out of the war order business for two years, patiently waiting for domes- 
tic business, is recently reported as accepting a large shell order. 

This difficulty runs all through our domestic business. With copper selling 
at nearly double the usual price, those manufacturers who use copper in produc- 
tion for the home market hesitate to “branch out.” With wool at pacbort levels, 
the consumption of pure woolen cloths will be sharply cut down. Most people 
will be wearing shoddy next winter, whether they know it or not. 


Have the War Pools Unloaded? 


(THERE is much curiosity in the Street as to the position of the various pools 

which have operated so heavily in various “war stocks.” There are frequent 
evidences of pool activity, but most of the big pools unloaded on the public 
long ago. Pool operations now are of a minor character. -Frequent efforts are 
made to stir up interest in this or that security, but the quantity of fresh stock 
taken on is not very large. 

Broadly speaking, the public have the stocks. Under peace conditions, 
investors would woven, Mw take hold of many stocks at this level because of the 
very good returns obtainable in dividends, but with prices apparently discount- 
ing the end of the war, when new conditions will be only tn unprecedented 
than those into which we were plunged by its beginning, the real investor prefers 
to wait. 


The Market Prospect 


MARKET which refuses to respond to bull news is a very unsatisfactory 
market to the holder of stocks. A belated response to such news is expected 

only by the inexperienced. Among the numerous faults with which Wall Street 
is often charged, that of being “behind time” is rare. Operators may be ahead 
of conditions—and wrong by being too much ahead. Individuals may be behind 
conditions—in fact, the eublic always is. But the market as a whole is rarely 
4 ever behind-hand. The Wall Street mill does not grind with the water that 

as passed. 

The war is like the midnight orgy of a spendthrift—and the stock market, 
from our viewpoint, will discount the “morning after.” The discounting may 
and doubtless will be gradual, and interrupted by minor upward movements, 
but none the less sure. 


TE 





——To accept good advice is but to increase one’s own 
ability —Goethe. 
































War Stocks After the War 








By ERNEST P. WILLIAMS 





(Herewith we present the second and concluding installment of Mr. Williams’ able analysis of 


the true values of the 


so-called “war stocks.” At this time when there is so much uncertainty as to 


what should be the correct market status of this class of securities we believe this series is of 


more than usual value.—Editor.) 


ONTINUING our examination of 
the war surpluses likely to be 
earned on various stocks down to 

the end of 1916 and their relation to the 
prices of the same stocks under normal 
conditions before the war, I have com- 
piled a table similar to that in the last 
issue covering more than a dozen other 
stocks that have benefited by the war. 

The fact should be again referred to 
that I am not attempting to predict prices 
after the war. I am simply trying to 
arrive at the real war surplus for each 
company—in regard to which many ex- 
aggerated reports have been in circula- 
tion—and to see how much it will add to 
normal prices ruling before the war. 

Nermal earnings before the war were 
about 4 per cent. on the common, after 
allowing for the 8 per cent. preferred 
dividends. The preferred is about 33 
per cent. in arrears, but as the amount oi 
stock outstanding is very small, this 
equals less than 2 per cent. on the com- 
mon. In 1914 and 1915, as a result of 
the war and a disastrous strike combined, 
there were deficits on the common of 
3.1 and 1.4 per cent. respectively. Hence 
the common entered 1916 about 12% per 
cent. behind its normal earnings. Some- 
thing over 10 pér cent. will probably be 
earned in 1916, which will not be enough 
to make up the previous deficits below 
normal, 

However, the company is making 
progress, strike troubles seem to have 
been overcome, and in view of the in- 
crease in the price of steel rails—which 
represent about half this company’s pro- 
duction—the stock probably has specula- 
tive prospects for better earnings after 
the war. 

Distillers Securities 


The average price of Distillers for the 
five years before the war was 29, but the 
company appeared to be on the down 
grade up to the beginning of 1915, when 
the war demand for industrial alcohol 
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struck it. Back in 1907 it paid 534 per 
cent. dividends, but the prohibition wave 
and bad management hurt it, so that it 
paid only 2 per cent. yearly 1908 to 1912, 
and nothing thereafter until July, 1916, 
when it resumed on a 6 per cent. basis. 
Early in 1915 the stock sold at $5.50 a 
share. Average earnings up to 1915 were 
about 2 per cent. on the stock. The aver- 
age price of 16 in 1913 and 1914 fairly 
represented pre-war conditions. 

The 1915 earnings shown in the an- 
nual report were 4.6 per cent., but if the 
profits of subsidiary companies had been 
included the total would have been over 
30 per cent., and on the same basis 1916 
is likely to exceed 40 per cent. The sub- 
companies need a good deal of this wind- 
fall to fill up holes and put them in 
satisfactory condition, so that it is an 
open question how much of it will finally 
land in Distillers’ treasury. In the table 
we have credited the stock with half these 
war profits, or $35 a share. 


General Chemical 


Before the war earnings were nearly 
uniform at about 14 per cent., but this 
was because frequent stock dividends 
brought the amount of common out- 
standing up from $7,410,000 in 1909 to 
$13,110,000 in 1915. Otherwise earnings 
on the stock would have increased stead- 
ily. The regular dividend is 6 per cent., 
but 5 per cent. extra in cash was declared 
in 1914 and again in 1915. 

This exceptional prosperity caused a 
steady rise in the price of the stock from 
a low of 61 in 1909 to a high of 225 in 
1912. The average price for 1912-1913 
was about 180, and earnings, allowing 
for increased stock, about 22 per cent. 

In 1915 45"per cent. was earned on the 
stock and in the first quarter of 1916 
over 20 per cent. Earnings for the sec- 
ond quarter not yet out, but undoubtedly 
still greater. Prices of chemicals may 
show some decline in the last half of the 
year, however. By the end of 1916 the 
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total excess of earnings above normal bé- 
fore the war can scarcely be less than 
$80 a share. The price has jumped far 
beyond the level thus indicated, doubt- 
less in expectation of the further growth 
of the company and more stock divi- 
dends. 


General Electric 


This company has restricted its war 
orders and the annual report says that 
profits on them will be smaller than on 
regular business. We may estimate that 
in 1915 war orders yielded 3 per cent. on 
the stock, in addition to which 11.5 per 
cent. was earned from regular business. 


its new plant began to contribute to earn 
ings, to 1913, earnings averaged 4% pet 
cent. on the stock and the price averaged 
40. The war brought the company a 
deficit in 1914, but earnings of 6.9 per 
cent. in 1915, and 1916 will probably 
reach 35 per cent., giving us war profits 
of about 22 per cent. above normal. Gen- 
eral prospects are for somewhat better 
earnings after the war than before, espe- 
cially if the $5.00 a ton increase in the 
price of rails is continued, as seems 
likely. 
New York Air Brake 

Normal price before the war about 73, 

earnings about 4 per cent. In 1914 earned 








WAR EARNINGS AND PRICES 
(Table continued from last issue) 
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Great indirect benefit has, of course, re- 
sulted from the war. 

Average price before the war about 
160, average earnings 14 per cent. Or- 
ders for the first half af 1916 (all domes- 
tic) were at the rate of about $170,000,- 
000 a year. This is beyond the capacity 
of the plants, which is probably not 
above $130,000,000 of business. Alto- 
gether the war should give the stock an 
extra 5 per cent. above normal, with 
good orders carried over into 1917. It 
would seem, however, that this stock 
before the war sold at a relatively low 
price compared with its earnings and 
prospects. 

Lackawanna Steel 


For the four years from 1910, when 





6.4, 1915 15.4, 1916 estimated 70 per 
cent. In the first half of 1916 nearly 50 
per cent. was earned for the stock, but 
the company’s munition orders will prob- 
ably be completed in August and it is 
uncertain whether more can be obtained 
to yield such a large profit. Hence it is 
perhaps unsafe to assume more than $60 
a share for 1916 earnings, which would 
mean a total war profit of $70 a share 
above ordinary earnings. 

It will be noted that the average price 
of 73 for 1909 to 1913 was high com- 
pared to earnings. This was because of 
the previous prosperity of the company, 
which paid 8 per cent. dividends from 
1900 to 1907. Investors have persistently 
believed in better times for the company 
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with the hoped-for return of a genuine 
prosperity wave in railroad circles. 


Republic Iron & Steel 


Average price of the common stock 
before the war was 29, average earnings 
about 3 per cent. The year 1914 showed 
a deficit of 2.7 per cent. for the common 
after charging off the full 7 per cent. on 
the preferred. In 1915 6.5 per cent. was 
earned. The first half of 1916 has been 
at the rate of 35 per cent. and orders 
ahead insure about the same rate of 
profit in the second half. 

The war surplus above normal peace 
earnings 1909 to 1913 will therefore be 
approximately $30 a share at the end of 
this year. Back dividends on the pre- 
ferred at $2,000,000, equal to about $7.00 
a share on the common. It would appear 
that current market prices have not fully 
responded to the earnings. 


Sloss-Sheffield 


Taking the years since the dividends 
on the common were discontinued, we 
find before-the-war prices averaged 
about 39 and earnings about one per 
cent. The relatively high price is, of 
course, explained by the belief of invest- 
ors that the company was experiencing 
abnormally dull business in those years. 

In 1915 1.7 per cent. was earned. For 
the first half of 1916 earnings have been 
at a rate of about 16 per cent. a year. 
Earnings for the last half will be based 
in part on a higher price for pig iron, but 
since iron has already declined about 
$1.00 a ton, earnings may fall off toward 
the end of the year. The company is sold 
ahead for some months, and it looks as 
though 15 per cent. for 1916 was practi- 
cally assured. This would mean about 
13 per cent. to be figured as war surplus. 


U. S. Steel 

The average price of the common 1909 
to 1913 was 68 and average earnings 9 
per cent. In 1914 a slight deficit was 
shown, in 1915 almost 10 per cent. was 
earned. For the first half of 1916 earn- 
ings were at the annual rate of 38.8 per 
cent., and in view of the big orders ahead 
at high prices it is probable that the sec- 
ond half of the year will make nearly as 
good a showing. If so the surplus above 
normal, as an indirect result of the war, 





will be perhaps as much as $18 a share. 

If we add this bonus to the average 
before-the-war price we get 86, which is 
about the value that the market has re- 
cently been putting on Steel common. An 
extra dividend of one per cent. has al- 
ready been declared, but it is not at all 
likely that anything like the full amount 
of extra war profits will be handed over 
to the shareholders. Aside from the pres- 
ent abnormal war conditions, the com 
pany’s ratio of expenses to profits has 
risen a good deal during the company’s 
history and it remains to be seen whether 
this tendency can be checked after the 
war. 

Utah Copper 

This company was hardly in full oper- 
ation before 1911, and from that year to 
1914 the price averaged 53 and earnings 
about $5 per share. In 1915 $11 was 
earned, and substantially $11 for the first 
half of 1916. Of the latter figure $6.3 
was earned in the second quarter, hence 
it is probable that not less than $22 will 
be shown for the full year, and more 
than that if Nevada Consolidated’s un- 
distributed equity is taken into consider- 
ation. It seems safe to consider Utah's 
war profits above normal earnings as not 
less than $23 a share at the end of 1916. 

In connection with all the copper 
stocks it should be borne in mind that 
the demand for copper must outlast the 
war, since Germany and Austria are al- 
most bare of the metal and will need to 
import heavily as soon as they are in a 
position to do so. 

United Fruit 

Average price before the war 175, 
average earnings 19 per cent. In 1914 
and 1915 the stock fell a total of 20 per 
cent. behind the above earnings. In 1916 
the company will have big war earnings 
from the sugar branch of its business, 
but the fruit branch still suffers from the 
war through the loss of European mar- 
kets. While 1916 earnings will be above 
normal, the company will not catch up 
with its previous losses as compared with 
ordinary peace business. 


Westinghouse Electric 
Average price before the war, in do- 
lars per share ($50 par), was 36 and 





























average earnings about $4%. For the 
year ended March 31, 1915, earnings 
were only $2.4, and to the same date, 
1916, they were $8.9. The company’s 
profits are now running at the rate of 
over $16 a share for the present fiscal 
year, without taking into account profits 
which may come later from the $50,000,- 
000 rifle order. This order has been much 
delayed by the foreign inspector, but 
there can be little doubt that large profits 
will be realized from it in the end. At 
the smallest possible estimate the rifle 
profit should be $5 a share. Only three- 
quarters of the fiscal year comes into 
1916, and profits up to next December 
may perhaps be estimated at $16 a share 
from all sources. 

This would give Westinghouse $15 a 
share above normal earnings, with a good 
chance that they may be still larger if 
the rifle contract turns out as profitably 
as at first expected. 


Western Union 


Average price for five years before the 
war was about 73 and earning power not 
far from 4% per cent. annually. The 
year 1914 brought some increase of 
business, with earnings of 5.4 per cent., 


WAR STOCKS AFTER THE WAR 





579 


and a still greater increase came in 1915 
to 10.3 per cent. For the first quarter of 
the present year earnings were at the 
rate of 13.3 per cent. annually, but the 
second quarter was not quite so good, 
the rate being 11.6 per cent. yearly. 

If the stock earns 11.8 per cent. for 
the full year 1916 that will give it a war 
bonus above ordinary earnings equal to 
$14 a share in all. The market is now 
placing a somewhat higher valuation on 
the stock than this would indicate, owing 
to the belief that the affairs of the com- 
pany are now being better managed than 
formerly so that larger earnings than 4% 
per cent. are to be expected even on a 
peace basis. 





It is believed that this brief review in- 
dicates the position of the principal war 
stocks as closely as it can now be out- 
lined down to the end of the current 
year. The duration of the war is a factor 
in the situation that cannot be predicted, 
but there seems to be very little proba- 
bility that it can end before next Decem- 
ber at the earliest. If it should continue 
into 1917 most of these companies would 
derive some additional benefit, but it 
would be useless to attempt to estimate. 








Your Views on the Market 


may be of interest and value to your fellow readers. Why 
not send them inP THE MAGAZINE OF WALL STREET is al- 
ways glad to hear from the members of its big family of sub- 
scribers. Become one of our contributing editors. Many a 
man has an idea or two tucked away in the back of his brain 
which he means to expand into print “some day,” and some 


of those ideas are inspirations. 


We will be glad to print short 


meritorious contributions on the market or other financial 
topics, either using the writer’s name or withholding it, as 
requested. The interchange of ideas is what keeps the world 
revolving; so if you have a gem of a thought or an opinion, 


don’t let it die overnight, but “shoot it in.”—Editor. 
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What Thinking Men Are Saying 


- About Financial, Investment and Business Conditions 





“Business Outlook 
Good”—C. H. Sabin 


(CHARLES H. SABIN, president of 

Guaranty Trust Co. of New York, 
inspecting the Calumet & Hecla property 
at Houghton, Mich., said to the Boston 
News Bureau: 


“I can see no reason for expecting any ma- 
terial falling off-in business in the United 
States if the European war should end to- 
morrow or six months hence. There will con- 
tinue to be an unusual demand for all that the 
United States can produce, particularly from 
Europe, for a long time after the war ends. 

“Reconstruction of Europe will follow the 
declaration of peace, and it will keep our in- 
dustries busy. In the meantime, domestic 
business is picking up. 

“With reference to the future price of cop- 
per it is well to remember that there is always 
a large demand for that metal in times of 
great industrial activity. Further, Germany, 
which was a big customer for copper from the 
United States previous to the war, will be in 
the market for enormous tonnages when the 
war is over.” 
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“HOMELESS.” 
—N. E. Evening Post. 





“End of War Not in 
Sight”—W. E. Corey 
WILLIAM E. COREY, president of 

Midvale Steel Co., says: 
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“The end of the European war is not yet in 
sight. Moreover, the continuous demand for 
munitions from the United States puts it quite 
out of the range of possibility to say when it 
will end.” 


“Must Find New 
Markets”—W. S. Kies 


WRITING in The Americas, published 

by the National City Bank, Will- 
iam S. Kies, a vice-president of that 
institution and vice-president of the 
American International Corporation, 
calls attention to the necessity for an 
organized effort on the part of Ameri- 
can industries to gain new holds on for- 
eign trade which will enable them to 
utilize to the fullest capacity their in- 
creased efficiency of production after the 
war. The United States was never be- 
fore in anything like the strong indus- 
trial position, as regards well constructed 
plants able to turn out great volumes of 
product at low unit costs as now, Mr. 
Kies says. He continues: 

“The problem now confronting the nation’s 
‘ndustries is to find a way to use this splendid 
manufacturing equipment for all it is worth 
vithout overproduction and, if possible, with- 
out ‘scrapping’ the plant and machinery ac- 
‘uired for temporary use, but fully paid for 
‘nd available if some new use can be found 
or it. It is a problem of superabundance of 
roductive facilities and necessity of broaden- 
‘ng our markets to the full measure of a great 
‘pportunitv. We must look forward to a tim« 
when it will be necessary to substitute perma- 
*ent business for the war orders or we will 
“ot be producing at the par of our increased 
ndustrial capability. 

“In other words, we must find a market for 
more than we have ever before manufactured 
in normal times, or else our manufacturers 
and investors will be merely pocketing the 
special profits of the extraordinary period of 
prosperity when they might make a steady, 
permanent increase in income. 


“Need Civilized Corporate 
Administration”—Untermyer 
RADICAL changes in corporation laws 
and in the methods by which the 


criminal laws are administered were ad- 
vocated by Samuel Untermyer of New 
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York, in an address before the Commer- 
cial Law League at the Hotel Breakers, 
at Atlantic City. He declared these re- 
forms were merely indicative of what 
must be accomplished if the lawyer is to 
fulfil his duty as a citizen in eliminating 
intolerable and obsolete conditions. 


Mr. Untermeyer would have enacted a Na- 
tional Corporation Law, under which Congress 
would prescribe such uniform conditions as 
would secure “civilized corporate administra- 
tion.” He advocated supervision of stock ex- 
changes by the Federal Government, declaring 
that if the New York Stock Exchange, for 
example, were subject to supervision, as are 
banks, trust companies, insurance companies 
and others having recognized quasi-public 
functions and responsibilities, “the swindles 
that are constantly being perpetrated through 


its ‘agency and without redress or fear of de- 


tection would be impossible.” 

He urged that the existing system of elect- 
ing corporation directors be abolished and 
that under the new system stockholders be 
advised of nominations made by boards of di- 
rectors, that proxy voting be abolished and 
that stockholders be permitted to vote by mail 
as well as in person. 


Sen. Clark Sees 
Big Copper Demand 


HON W. A. CLARK, former United 

States Senator from Montana, 
owner of the famous United Verde cop- 
per mine of Arizona, and a prominent 
Democrat, expressed the opinion that if 
Congress placed the proposed unjust tax 
on copper it would result in the lost of 
enough electoral votes to defeat Presi- 
dent Wilson for re-election, according to 
the Boston Commercial. 


Senator Clark believes that the European 
war will continue for a year or 18 months 
more, and he does not look for a slump in the 
metal price after the war. 

“When the war ends there will be a great 
demand from all the nations of Europe for 
copper. Why, in Germany they have needed 
copper so badly that they have stripped the 
metal off the roofs of buildings and have sub- 
stituted wood, and they have taken copper 
trolley wires and used them in war. All that 
copper must be replaced and they cannot fur- 
nish it. They will call on the United States 
for it. 

“T know what I am talking about, for I have 
been personally approached by some big inter- 
ests asking me to make contracts to deliver 
copper for such reconstruction work after the 
close of the war. We will find our markets 
greatly enlarged as soon as the war closes, 


THE RAILWAY DOLLAR. 


Where it came from in the fiscal year ended June 30, 
1915, and where it went, as computed by Slason 








Thompson of The Bureau of Railway News and Sta 
tistics. 





and we will see a wonderful period of pros- 
perity.” 

“Better Than Average 
Crops”—Earling 


PRESIDENT Earling, of St. Paul, says 

traffic will keep transportation facil- 
ities fully employed for an indefinite 
period. If crops turn out as well as ex- 
pected, there is every reason to believe 
this will be a record-breaking year for 
small grains. 


He said reports of rust on wheat in the 
grain belt are not alarming; in fact there has 
been only slight damage from that cause. Rust 
is not spreading, and it is not believed that it 
will. Business conditions in north Pacific 
Coast country are unusually good. Lines east 
of Missouri River report increase of 10% in 
tonnage for first half of July, compared with 
same period last year. Corn crop started un- 


der adverse conditions, but with ideal weather 
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conditions the latter part of June and so far 
in July, it has made wonderful progress. In- 
dications at present are for crop greater than 
average in quantity and far superior to that 
of last year in quality. 


War Material 
Exports 


ARTIAL explanation of the record- 
breaking size of May exports, which 
were $72,000,000 larger than in April and 
$200,000,000 larger than in May a year 
ago, are found in the detailed returns of 
war materials exported during that 
month, according to Bradstreet’s. 








THE GERMAN PLAGUES. 
Joun Burt—“Again I say, I wish to have nothing 


whatever to do with German products!’ 
—Ulk (Berlin). 





The total exports of seventeen classes of 
material for May were valued at $136,142,454, 
a gain of $27,000,000 over April, and of $89,- 
000,000 over May a year ago. Below are given 
the exports of seventeen classes of material, 
most of which are available for war purposes, 
from August, 1914, to May, 1916 (twenty-two 
months), inclusive, namely : 

1914. 

August 
September 
October 
November 


$4,010,376 

9,137,723 
19,257,201 
26,215,485 


December 
1915. 

January 

February 


September 
October 

November 
December 


103,940, 

118,436,117 
109,714,802 
136,142,454 


Following are the details of shipments of 
war material for May and the twenty-two 


months : 

May. 22 Months. 
Explosives ......... $68,542,226 $438,111,898 
Brass, mfrs. of 152,919,392 
Leather 135,017,471 
Horses 132,921,373 


Auto trucks . 
Wool, mfrs. of..... 77,732,128 
Zinc, mfrs. of 61,775,147 
Shoes, men’s ....... 
Mules 

Barbed wire 
Firearms 

Harness and saddles 
Auto tires 

Lead 

Aeroplanes 
Motorcycles 
Horseshoes 148,624 

$136,142,454 $1,310,100,720 


U. S. Capital 
in Mexico 





HE question of amount of foreign and 
local capital invested in Mexico is 
deeply perplexing, observes the Boston 


News Bureau. Several attempts have 
been made to guess the totals, but in 
nearly every case the figures have proved 
so far from the truth as to, in some cases, 
appear ridiculous. 


The United States leads, with an estimated 
investment of over $1,000,000,000, with Great 
Britain following next with $485,073,000, or 
$785,000,000 as given by a London banker. In 
many lines of industry the British and Amer- 
ican investments represent nearly the whole 
development in Mexico, particularity mining 
and oil production. 

In an article entitled “British Capital 
Abroad,” in The Statist of January 8, 1916, ap- 
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proximate amount of Mexican securities owned 
in Great ~Britain is given as #£99,676,000, or 
$485,073,000, as of December, 1915. 

Amounts of capital supplied by Great Britain 
to Mexico in recent years are stated by The 
Statist (January 1, 1916) as follows: 

1912........ £2,818,475 


£34,479,322 or $172,396,610 

These amounts are calculated at prices of 
issue, excluding all conversion loans and shares 
issued to vendors. 

London Statist of May 5, 1914, estimated 
value of British investments in Mexico at 
$435,000,000, divided into groups as follows: 
Government stocks 
Municipal stocks 
Railways 
Banks 
Commercial, industrial, etc 
Electric light and power 
Financial, land and investment... . 


What Railroads 
Are Earning 
A COMPILATION as to railroad earn- 
ings for the fiscal year yhich ended 
on June 30 was printed in a recent is- 
sue of Financial America. It was based 


on returns already at hand for nine 
months only of the fiscal year, the re- 
maining three months being estimated. 
This statement shows substantial earn- 
ings for many roads: 


Erie 
N. Y. Central 
Pennsylvania 


Del. & 

N. Y., 0. & W 
Phil & Rdg 
Ann Arbor 
Buff., R. & P 


From The Annalist. 


Unfilled Tonnage of the United States Steel Corporation on the Last Day of Each Month and 
Production of Pig Iron Each Month Since June, 1910 











THE MAGAZINE OF 





WALL STREET 








Tee eee ee ee eee ee ee ee) 


ee ee 


Tere eee eee eee eee eee ee) 





eee eee eee eee eee 


EE se cevedemenh nts & ieee : 
PE Tack os vecGeeccd@accedat. xoRa 4 
Se ois oh ck cacdeeees caeua C 
ae ye FO eer Tees it . 
a iia 6 ee a ie t 
EE i cndadas 60S eS be One ‘ 
e's cab eee ches’ . 
I RR te es lL case 6 eteee . 
I ST oa, Ababa : 
er Sh a ere . 
Pi, cae tae ede eced comes . 
Cn Sans ap aelremgita a caG nae ‘ 
 -: 2 7, Seer ; 
ee ae J 
I le sd ones ee a oe ado 0.22 
a eg Soh SY Ae eae GP -nkcea 
OR a ee er ae 1.50 3.05 
oe 6 eae elce -weten 6.50 
SME Ca cans on dg cligtet secs Capes 26.50 
YS a 2.20 4.70 
ee Nn 0. ci caw vain aed she. otaek 11.15 
IE is on ctunabavnnpets. adees 3.11 
ak ON Se Se Sere 25.85 
i CT on ws 4 sublines oisc400's 5.43 12.87 
rh ne dk ee oe cea 8.56 
EE cts ce eh ebivegs ce. kueke 11.82 
EE, nna. d oaktabenken enn” actu 11.52 
SIE one Ws ac ee duniecisess 9.77. 15.75 
Trend of 


Financial Opinion 


Knauth, Nachod & Kuhne.— With the 
abolition on July 3 of minimum prices at Lon- 
don, the machinery of the markets may be said 
to be moving in much the same fashion as be- 
fore the war started. There is still a large 
volume of uninvested money in the United 
States which will be employed by degrees 
from now on. July dividend payments reach- 
ing nearly $300,000,000 were far in excess of 
any similar disbursements for this season. One 
great factor upon which many investors are 
banking is our marvelous foreign trade. May 
exports reached $472,000,000, which was nearly 
$300,000,000 above the average for that month 
in years prior to 1915. The export excess in 
May alone was $243,000,000, a sum consider- 
ably in excess of the total imports for that 
month. For the eleven months of the fiscal 
year ending with May, the surplus of exports 
over imports was $1,915,000,000. This shows 
that the export balance for the whole fiscal 
year is likely to be one billion dollars above 
that of the year before and nearly $1,500,000,- 
000 above the highest export balance shown in 
any fiscal year prior to 1915. 

Hayden, Stone & Co—On the whole, 
there does not seem to be much in the present 
situation to bring about a broad upward move- 
ment in prices right away. Considerable re- 




















T. R.—“This hurts me worse than it does you.” 


From N. Y. Independent. 





adjustment has already been accomplished and 
the market is in better condition to face the 
future than for some time past. According to 
all previous standards, a great many of the 
well-seasoned securities are intrinsically cheap. 
They are selling at comparatively low figures 
and they are enjoying an unusual prosperity 
which, so far, shows no indications of termin- 
ating. 

Keane, Zayas & Potts. — The dangerous 
factor in the situation has been and is still the 
ovér-inflated “war issue.” By declining to 
accept as collateral for loans the banks are 
pricking the bubble; and by supporting the 
standard stocks while the bubble is shrinking 
in size they have rendered a double service. 

Greenshields & Co. (Montreal, Can.) — 
We have pointed out in recent months that 
the lack of any important short interest fol- 
lowing a vertical rise of a year’s duration, 
combined with the fact that the amount of 
stocks in brokers’ hands is probably greater 
than at any time in this market’s history, left 
a very weak technical position so far as the 
speculative war group is concerned. 

Logan & Bryan.—The current strength of 
money and the reported disposition of interior 
banks to withdraw balances from the east has 
acted as somewhat of a restraint among in- 
terests committed to the long side of the stock 
list with specialties of a non-dividend paying 
art. In addition reports strongly suggest that 
the bloom is off the munition “rose” and that 
price reductions seem probable in the instance 
of copper metal. Despite large earnings and 
until the wage controversy is settled the rail- 
road will probably not be conspicuous for 
dividend increases. While the list may be 
said to hold rather well, still -ve see no reason 
to alter our often expressed view that the long 
account in the industrials is likely to be con- 
tracted before much of an enduring rise can 
again be promoted. 


























Money 


and Exchange 


Influence of the Allies’ Financing—The Two Horns of the 
Dilemma—Money and Stocks. 





O a very unusual degree the money 
market of America is now subject 
to control by the British Govern- 

ment. Not that such control could under 
any circumstances be permanent or com- 


plete, but at the present juncture it is by 
far the most important element in the 
situation. 

This is the condition: Britain, owing 
to its superior resources in wealth, is the 
predeminating power in the Allies’ 
finances. England also controls most of 
the world’s new gold supplies as they 
become available. And the British Gov- 
ernment has now accumulated a great 
quantity of American securities, part of 
which have been bought outright from 
foreign investors and part borrowed with 
the proviso that they may be sold if 
necessary. 

In the meantime, owing to the Allies’ 
big war purchases from us, the British 
Government must arrange in some way 
for heavy payments to this country. 
These payments may be made either by 
shipping us gold or by selling some of 
these accumulated securities in our mar- 
kets—and the immediate future of our 
money market depends very largely on 
which method is adopted. If the securi- 
ties are for the most part held back and 
the necessary payments are made in gold 
our supply of gold will be still further 
increased, and since gold is the basis of 
credit our money markets must continue 
abnormally easy. If gold is withheld and 
the securities sold here, our banks will 
increase their loans to carry the securi- 
ties and money rates will rise. 

It is probably safe to predict that self- 
interest will lead Great Britain to do 
both these things—send us gold and sell 
us securities—for the reason that, if 
enough gold is shipped to keep our 
money rates low, the securities can be 
sold at much better prices than if our 
money rates were permitted to rise. It 
will be to Britain’s advantage, in selling 


us stocks and bonds, to send us at the 
same time gold enough to serve as the 
necessary basis for the credit which the 
stocks and bonds will generate in our 
markets. 

There have been recent reports that 
the British Government is planning to 
send us gold at the rate of about $3,000,- 
000 a day for an indefinite period to 
come. Even such shipments, however, 
would not be sufficient to balance the tre- 
mendous merchandise exports which are 
now going forward to the Allies. It 
seems reasonable to conclude that the 
gold is sent us to help to maintain a good 
market for the sale of securities. 

The fact that exchange continues sta- 
tionary near $4.76 at New York, shows 
that down to the present the Allies are 
meeting their obligations here in one way 
or another, for there is no other way in 
which exchange could be steadily main- 
tained at this figure. German exchange 
has recently turned weak again, in spite 
of the fact that our exports to the Teu- 
tonic powers have become smaller than 
ever because of the stricter blockade 
Great Britain is maintaining. This is be- 
cause Germany has no such resources as 
England with which to support exchange 
at New York. 

It is unnecessary to point out that 
under these conditions easy money is not 
as effective in advancing the prices of 
stocks as it would be normally. If Eng- 
land sends us gold in order to keep 
money easy here for the purpose of sell- 
ing us stocks, the two factors tend to 
balance each other and the natural effect 
of low money rates on our stock values 
is practically nullified. This is only one 
of the ways in which the war has inter- 
fered with our time-honored methods of 
judging the stock market. Many in- 
vestors are puzzled as to why stocks do 
not respond to bullish conditions. It is, 
of course, because there are offsetting 
bearish considerations, none the less ef- 
fective because not so easily recognized. 








The question of yield in a final analysis must always be 
an individual question. 
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The Machinery of Wall Street 


Why It Exists, How It Works, and What It Accomplishes 





X. Broker and Customer—The Unlisted Market 





By G. C. SELDEN 





INCE the broker acts as the cus- 
tomer’s banker, holding for him 
securities and cash in large sums, 

in addition to being his agent in the 
execution of orders, it certainly be- 
hooves the customer to exercise the 
greatest care in the selection of a 
broker, just as much care as he would 
show in picking out a bank in which 
to make a large deposit. 

It is a curious fact, however, that 
the average customer does not do this. 
The great numbers of people who de- 
posit large sums and valuable securities 
with brokers in regard to whom they 
know almost nothing, and who are in 
many cases not members of any ex- 
change, is a standing cause of wonder 
to the initiated. It seems that these 
people are doing business in a gamb- 
ling spirit and look upon the risk of 
placing their good money in the hands 
of an unknown broker as merely a 
part of the gamble. It should be un- 
necessary to say that the person who 
approaches Wall Street in that spirit 
is bound to lose. He might much bet- 
ter do his money and securities up in 
a neat bundle and present them to a 
Home for the Feeble Minded, where 
he stands a chance of eventually get- 
ting some indirect benefit out of them. 


Brokers and Brokers 


There are, of course, plenty of per- 
fectly reliable brokers dealing in un- 
listed securities who are not members 
of any exchange—also plenty of unre- 
liable ones. The novice, unless he has 
the means of informing himself fully 
in regard to the trustworthiness of 
brokers not members of exchanges, 
will do better to deal with such houses 
or a cash basis—that is, buying his se- 
curities for cash and taking them 
away with him, or selling for cash and 
immediately depositing in his bank the 
check which he receives. 


(586) 


Membership in a leading exchange 
is not, of course, an absolute guarantee 
cf the trustworthiness of a broker, but 
it is very strong evidence, since the 
principal exchanges make every pos- 
sible effort to limit their membership 
to brokers of high standing. Many 
persons are ignorant of the fact that 
exchange members can and will buy 
or sell unlisted securities for their cus- 
tomers to just as good advantage as 
houses which make a specialty of han- 
dling only unlisted securities. 

When it comes to choosing among 
different exchange members the per- 
sonal element enters largely into the 
situation. The majority of the cus- 
tomers of the long-established broker- 
age houses are acquainted with some 
1xember of the firm or with some em- 
ployee holding a responsible position, 
with whom they consult from time to 
time personally or by telephone. Just 
how much good—or harm—the con- 
sultation does them depends entirely 
on the judgment of the person con- 
sulted. In past there have been many 
“customers’ men” who were not above 
giving whatever advice they thought 
the customer would be most likely to 
act on, and unfortunately there are 
still a few of them left in spite of the 
fact that such a short-sighted policy 
is universally condemned by the better 
class of houses. 

A broker who is known to be closely 
identified with “strong interests” or 
who has himself accumulated a for- 
tune through operations in the market 
generally has a “following” of cus- 
tomers who hope to profit by his advice. 
Such advice is often valuable, but as 
a general rule not nearly so valuable 
as the customer expects it to be, since 
even the best judges often go wrong. 
Moreover, the customer is much more 
ready to follow advice when it is wrong 
than when it is right. This is because. 
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in order to make profits, it is usually 
necessary to buy when the market looks 
weak and sell when it looks strong. 

Before opening an account with any 
broker it is well to visit his place of 
business and form your own opinion 
as to his character and methods and 
to get a report on him from an un- 
prejudiced source, such as a financial 
publication of high standing, or a New 
York bank or trust company. 


The Customer’s Statement of Account 


Stock exchange methods of book- 
keeping are not always apparent at 
a glance to the new customer who re- 
ceives his monthly statement of ac- 





includes a memorandum of 
securities on hand, whether long or 
short. 

In the example shown, we have first 
a statement of the condition of the ac- 


statement 


count March 31. The customer was 
long 60 shares of various stocks. The 
customer’s deposit with the broker was 
enough to pay for all these stocks, 
with the exception of $1,134.20, which 
was loaned him by the broker and 
therefore debited to his account. On 
April 1 two of his stocks paid dividends 
and the amount of the dividends was 
duly credited. (Note that this amount 
is credited when the dividend is actu- 
ally received by the broker, not when 























PLEASE ADVISE WHITE, BLACK & CO. IMMEDIATELY IF THIS STATEMENT IS 
NOT CORRECT 
Mr. A. Pickel Folio 4356 
In account with WHITE, BLACK & CO., 1015 Wall St., New York. 
= 
sz ————Dr.————._ -— - Cr.—-——— 
1916 aes Description Price Amount Days Int. Amount Days Int. 
Mch. 31 Balance $1,134.20 30 5.67 
Long 10 a 
10 Anac. 
10 Ca. Pac. 
10 A.F. 
20 Alaska 
Apr. 1 Div. 10 A. F. 5 29 
Div. 10 Ca. Pac. 25 29 14 
17 10 A.R. 97% $972.10 13 2.11 
, Bal. Int. 3.42 
30 Int. @ 6% 3.42 
To Balance 135.52 , 
$1,137.62 5.67 $1,137.62 $67 
Apr. 30 Balance $135.52 
Collateral as above. E. & O. E. 
Broker’s Statement of a Customer’s Account. 
count. Such statements differ in minor the stocks sell ex-dividend on the ex- 


details but they are always substan- 
tially in the form of the example given 
herewith. 


A Broker’s Statement 


The folio number in the upper right 
hand corner is for the convenience of 
the broker in referring to his own 
books. The account is debited with 


stocks bought and credited with stocks 
sold, credited with cash deposits and 
debited with withdrawals, 


and_ the 


change. ) 

April 17 the customer sold 10 A. R. 
— American Smelting —for $973.75. 
From this is deducted $1.25 commis- 
sion and 40 cents taxes, and the cus- 
tomer is credited with the remainder, 
$972.10. He did not happen to make 
any purchases during the month. Ii 
he had he would have been debited 
with the amount paid for the stocks, 
plus commission at the rate of 
$12.50, which is the usual charge for 
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a hundred shares. The taxes do not 
apply on the buying side. 

. Interest is figured on each item from 
the date of entry to the end of the 
month. The interest is always first 
computed and entered in the interest 
columns at the rate of 6 per cent.; 
then if a higher or lower rate is 
charged the necessary change is made 
in the final interest item at the end of 
the month. Hence on his debit bal- 
ance of $1,134.20 March 31 the cus- 
tomer is charged 6 per cent. interest 
for 30 days, to the end of April, or 
$5.67. On the $30 received as dividends 
April 1 he is credited interest for 29 
days, or 14 cents. On the $972.10 re- 
ceived for the A. R. stock April 17 he 
is credited interest for 13 days, $2.11. 
‘Lhe interest account is balanced by the 
entry “Bal. Int. $3.42” in the right 
hand column. This balances the two 
interest columns and the $3.42 is then 
debited to the customer. 

The final result is a debit balance of 
$135.52 on April 30, which will be car- 
ried forward to the next monthly 
statement, and he also has on hand 
“Collateral as above”—that is, 50 
shares on various stocks. The abbre- 
viation “E. & O. E.” at the lower right 
hand corner means “Errors and Omis- 
sions Excepted.” 

The novice often expects to find on 
his statement the amount of his de- 
posit with the -broker plus or minus 
nis profits or losses for the month, but 
the broker’s books are not kept in that 
way and the customer has to figure 
out these items for himself. Most ac- 
tive operators keep a memorandum for 
that purpose. 


Unlisted Securities 


Trading was formerly permitted on 
the floor of the Stock Exchange in a 
number of securities which were not 
regularly listed—that is, the companies 
had not furnished to the exchange the 
information in regard to their business 
which would warrant the governors in 
giving the securities official sanction 
by listing them. Some of these stocks 
were among the most active, such as 
Amalgamated Copper, American Smelt- 
ing & Refining, etc. 


The exchange was, however, much 
criticized for permitting the trade in 
these securities to go on and the “un- 
listed department,” as it was called, 
was abolished in 1910, when most of 
these companies furnished the ex- 
change with the necessary information 
and were duly listed. 

The term unlisted securities is now 
used to apply to those which are not 
listed or traded on any exchange but 
are dealt in over the counters of in- 
vestment houses. The Curb still has 
both listed and unlisted departments, 
of which more later. 

The market for unlisted stocks is 
naturally not so “close” as that for 
listed securities. Various dealers stand 
ready to buy such stocks at one price 
and to sell at a somewhat higher price, 
but the difference between the “bid” 
price and the “asked” price is gener- 
ally wider than in the case of listed 
stocks. 

The broker who has an order to buy 
or sell a stock not listed on any ex- 
change has to telephone around to the 
different dealers and find the best price 
ay which his order can be executed. In 
the case of stocks of companies located 
in distant cities there is sometimes a 
better market there than in New York 
and quotations from that point are ob- 
tained over the broker’s private wire 
or over the public wires, as may be 
necessary. \ 

In some unlisted stocks a very ac- 
tive business is at times transacted, so 
that bid and asked quotations may be 
obtainable a point or even half a point 
apart, but on the other securities it 
may be impossible to sell within five 
or ten points of the price at which a 
purchase could be made. Even if there 
is a close market at the moment, there 
is no knowing how long it may be 
maintained, since that depends very 
largely on the number of people who 
may happen to want to buy or sell at 
any time. 

For this reason unlisted stocks do 
not, as a rule, afford a desirable med- 
ium for speculation. On the other hand, 
it is evident that the investor may 
sometimes get a better bargain in such 
stocks, relatively to the normal mar- 
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het price, than he could get in most 
listed stocks. For example, the owner 
of an unlisted stock may be willing to 
sell at 110 or to buy more at 100. If 
he places an “open” or “G. T. C.”— 
good till countermanded or executed 
—order with his broker to buy at 100 
or sell at 110, he might eventually see 
both orders executed, in which case he 
would have a profit of ten points and 
would still be just where he started as 
regards the amount of the stock 
owned. pact 

Trading in the unlisted stocks is, 
therefore, a very different proposition 
from doing business in the active listed 
stocks. An expert in a certain class of 
securities can often make large yearly 
profits by buying below the current 
inarket and selling, above it. Many 
unlisted securities of a, high invest- 
ment grade do not fluctuate widely, 
except as the price swings back and 
forth between the bid and asked limits, 
so that trading of this kind may some- 
times be carried on with only a very 
moderate risk. 

Such trading is naturally pretty 
much confined to experts who have 
had long experience with some par- 


ticular line of securities. The average 
investor is merely interested in getting 
a fair price when he wishes to buy or 
sell, since he depends mainly on the in- 
come yield from such stocks as a war- 
rant for owning them. His broker can 
be depended on to execute orders at a 
fair price if he is not hurried too much. 
Some sacrifice usually has to be made 
to sell such stocks “at the market.” 
Urders to buy or sell them are gener- 
ally limited to a fixed price, which has 
to be lowered or raised in case it 
proves impossible to execute at that 
price. 

In recent years there has been a 
great increase in the number of stocks 
which are dealt in over the counter. 
The public seems to imagine that these 
stocks are safer to own than the stocks 
on the exchange in which there is usu- 
ally a big speculation. That is a false 
idea. The stock in which there is a 
big speculation may have more minor 
fluctuations, but as regards the wide 
movements it adjusts itself to the con- 
ditions more accurately than it would 
if it were unlisted. 


(To be continued in an early issue) 








The Theory 


of Prophecy 


Prophecy may vary between being an intellectual amuse- 








ment and a serious occupation, serious not only in its inten- 
tions but in its consequences. For it is the lot of prophets 
who frighten or disappoint to be stoned. But for some of 
us moderns who have been touched with the spirit of science, 
prophesying is almost a habit of mind. Science is very 
largely analysis aimed at forecasting. The test of any scien- 
tific law is our verification of its anticipations. The scien- 
tific training develops the idea that whatever is going to 
happen is really here now—if only one could see it. And 
when one is taken by surprise the tendency is not to say with 
the untrained man, “Now who'd ha’ thought it?” but “Now 
what was it we overlooked?” —H. G. Wells. 
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Union Pacific’s Resources 


A Wealthy Railroad— What Will It Do with Its Accumu- 
lated ProfitsP—This Year’s Earnings—Market Outlook 


for Stock. 








By WALTER McNAUGHTON 





ITH the largest gross earnings in 
its history, currently estimated 
at approximately $103,000,000 

for the year ended June 30, 1916, with 
a surplus available for dividends com- 
mensurately larger than any previously 
shown and with a profit and loss surplus 
at the beginning of the 1916 operating 
year of nearly $97,000,000, speculation 
is going around as to whether Union 
Pacific will see fit to make an extra dis- 
bursement to stockholders on account of 
the year just closed. 

The recent action of Union Pacific 


10 per cent. annual dividend rate which 
obtained fer seven years on that stock 
prior to 1914 and a comparison of the 
amounts of dividends paid in previous 
years with the surplus shown for each 
of those years would seem to give some 
reason for supposing that dividends will 
be restored soon to the 10 per cent. rate. 


Vast Treasury Surplus 


On the assumption that Union Pa- 
cific makes only the regular 8 per cent. 
disbursement on the common stock, the 
company will have on its prospective 








Union Pacific Transcontinental Express Standing on the Continental Divide, 65 Miles West from 
Denver on the “Moffat Road” 


common stock in the market would 
hardly suggest that an extra disburse- 
ment to stockholders, either in the form 
of an increased dividend rate or “extra 
dividend,” is imminent, and yet at times 
in the past, the stock market has failed 
to reflect the shadow of coming events. 
There are quite a few who expect to see 
the common stock restored to the full 
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year’s showing some $15,000,000 to add 
to its profit and loss surplus as of June 
30, 1915. That surplus amounted to 
$96,962,242, so that the same figure as 
of June 30, 1916, will be close to $112,- 
000,000. Whether or not any part of 
this tremendous accumulation of wealth 
will be transferred from the treasury to 
the pockets of the stockholders is a mat- 
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ter that remains for directors of the road 
to decide. If Union Pacific decides not 
to make any partial disbursement, the 
reason for such a policy would be hard 
to find except possibly for one fact, and 
that is that the Central Pacific, which 
connects Union Pacific with the Coast, 
might be for sale in the market when the 
Supreme Court renders its decision in 
the Government suit against Southern 
Pacific. 

In other words, if the Supreme Court 
eventually compels the Southern Pacific 
to dispose of Central Pacific, Union 


When the Central Pacific matter is 
finally out of the way it is believed likely 
that Union Pacific will cease playing the 
part of a banker and will probably take 
measures to separate itself from every- 
thing except its railroad property. If 
Central Pacific by any chance is not ac- 
quired and general railroad conditions 
are not improved over what they are 
today, to call forth additional expenditure 
for property improvement and extension, 
more likely than not Union Pacific will 
make another substantial distribution to 
shareholders and incidentally clean its 


INCOME ACCOUNT-UNION PACIFIC R.R. 
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Betterments. 


Pacific might use its enormous surplus 
of $112,000,000 or more to purchase 
Central Pacific stock. Such an acquisi- 
tion, it is assumed, would compensate 
stockholders to a greater degree than 
compensation would be implied in a 
present distribution of the existing treas- 
ury surplus. For it would leave this sur- 


plus unreduced and distribution could be 
made to the stockholders at any time that 
Union Pacific decided to issue its own 
stock or bonds against the acquired con- 
trol of Central Pacific. 





treasury of everything but its railroad 
property and such assets as will be re- 
quired for the actual operation of that* 
property. 


The 1916 Estimated Surplus 


But apart from all this, whether 
Union Pacific increases its present divi- 
dend rate or not or declares an “extra” 
or not, the operatingresults achieved for 
the year are of such proportion com- 
pared with preceding year’s results as 
to merit special attention. On a conserva- 
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tive estimate based on the actual show- 
ing of the company for eleven months of 
the operating year to June 30 last, Union 
Pacific has earned for the full year total 
gross revenues of some $103,000,000 
with a corresponding net revenue of 
$40,500,000. Cetting down “Other In- 
come” arbitrarily at $14,500,000, total 
income for the year was approximately 
$55,000,000. Fixed charges will reduce 
this amount probably to $37,350,000, 
leaving that much available for stock- 
holders, as against $28,392,000 in 1915. 

Despite this wonderful showing Union 
Pacific common stock has failed to re- 
cover much of the ground lost since 
May 23 last when it touched the high of 
the year of 14334. Currently the stock 
is selling at around 136, which marks a 
recovery of but eight points from the low 
record of the year of 12934 made on 
April 26. The movement of the common 





the Panama Canal to vessels bound from 


Atlantic. With the resumption of com- 
mercial traffic through the canal and the 
establishment of peace abroad, some of 
the present earnings of Union Pacific 
will likely fall away. This has raised the 
question of whether the road’s present 
earnings do not really mark the maxi- 
mum that will be obtained for many 
years to come. 

According to disinterested minds 
which have studied Union Pacific from 
many angles the resumption of peaceful 
activities.in Europe will not make any 
difference in the earnings of Union Pa- 
cific that cannot be made up under the 
continued rate of normal domestic ex- 
pansion of this country. In fact during 
the year 1910 Union Pacific earned net 
revenues of over $43,000,000, a figure 
which will probably exceed net in the 
year closed on June 30 last. With the 




















Union Pacific System 


Pacific Coast points to points across the 
stock, as well as that of the preferred 
stock, since 1898 is shown in the accom- 
panying graphic. 

In connection with the current esti- 
mate of earnings of 15 per cent. on the 
common stock for the latest fiscal year, 
it might be pointed out that there 
should be added 2 per cent. in mak- 
ing comparisons with previous high 
records because that amount of in- 
come was turned over to stockhold- 
ers to collect when Union Pacific dis- 
tributed its Baltimore & Ohio stock. 
This would give a comparative fig- 
ure of 17 per cent. against a high rec- 
ord of 19.17 per cent. in 1910. But it 
should also be pointed out that the com- 
mon stock outstanding in that year was 
$216,577,700, whereas the common stock 
now outstanding is $222,293,100. : 


Effect of War 


Without doubt part of the big increase 
in Union Pacific earnings this year is due 
to the European War and the closing of 





exception of the preceding year, 1909, 
operating expenses in 1910 were at the 
lowest proportion to gross revenues 
shown in the decade since 1906. Act- 
ually operating expenses were 51.1 per 
cent. of gross revenues, whereas in the 
1916 fiscal year they are estimated to 
have run at a ratio of about 60 per cent. 
The operating ratio in 1909 was 47.2 per 
cent. 


The Road’s Capital Position 


As for Union Pacific’s capital position, 
it might be pointed out that in addition 
to a cash working capital of perhaps as 
much as $30,000,000 on June 30 last the 
company has invested in equipment 
trusts and notes of other companies 
about $25,000,000, in the stocks of other 
railroad companies, an additional $70,- 
000,000 par value, and in bonds of other 
companies a total of some $85,000,000, 
all of which are securities that command 
a fairly ready market. Union Pacific’s 
income from these investments during 


























UNION PACIFIC’S RESOURCES 





593 





the 1915 fiscal year amounted to $13,- 
303,000 and as the company’s fixed 
charges on its bonded debt in the same 
year were $13,804,000, it can be said that 
Union Pacific practically meets its fixed 
charges by the income from its invest- 
ments, thus leaving virtually to stock- 
holders the net earnings from railroad 
operation. : 

Looked at from another angle, income 
from investments was about 39 per cent. 
of the net income available for dividends, 
so that a large part of its dividends are 
earned independent of transportation op- 
erations. For example, last year the 
income from investment was sufficient to 
pay the 4 per cent. preferred dividend on 
the $99,543,500 of stock of that class 
outstanding, amounting to $3,981,740, 


UNION PACIFIC RANGE OF STOCKS 





after which there remained $6,992,862 
for common stock dividends. This latter 
sum was equal to 3.15 per cent. on the 
common stock, or only a little less than 
half the present dividend of 8 per cent. 
paid on that issue. It is clear, therefore, 
that Union Pacific which last year 
earned about 8 per cent. on its common 
stock from transportation operations, has 
an earning power considerably in excess 
of what is required to meet its present 
dividend requirements on the common 
stock. This in connection with a surplus 
on hand of over $112,000,000 would 
seem to make the 8 per cent. dividend 


rate on the common stock practically as 
safe as the interest on the average good 
investment bond. 

A Brief Historical Review 


It would not be amiss, perhaps, as a 
part of this article, to include a brief his- 
tory of the Union Pacific R. R. Co. This 
organization was incorporated in Utah on 
July 1, 1897, as the successor of the 
Union Pacific Railway Company, under 
a plan of reorganization. The new com- 
pany extended its system by the acquisi- 
tion of existing lines and by new con- 
struction until, at the present time, it op- 
erates nearly 8,000 miles of road. The 
company controls the Oregon Short Line 
Railroad, which in turn controls the Ore- 
gon-Washington Railroad and Naviga- 
tion Co. 

At the time of its organization in 1896 
the last named company executed its cou- 
solidated mortgage to secure an issue of 
not exceeding $24,500,000 or 4 per cent. 
bonds covering all the property of the 
company then owned or thereafter ac- 
quired. Of this issue, only $3,936,000 
was reserved for betterments and exten- 
sions and therefore the necessary devel- 
opments and expansion had to be carried 
on by separate companies organized with 
that object in view. Since 1896 the fol- 
lowing companies have been incorporated 
in this connection: Columbia Southern 
Ry., Columbia River & Oregon Central 
R. R., Umatilla Central R. R., North- 
western R. R., Malheur Valley Ry., 
Snake River Valley R. R., Lake Creek 
& Coeur d’Alene R. R., Oregon, Wash- 
ington & Idaho R. R., North Coast R. R.. 
Oregon & Washington R. R. and Spo- 
kane Union Depot Co. In addition the 
securities of the Ilwaco R. R. Co. and 
the Idaho Northern R. R. Co. were ac- 
quired. _As the securities of these 
minor corporations could not be mar- 
keted to advantage, Union Pacific Rail- 
road and Oregon Short Line supplied 
the necessary funds. 

Funding the Consolidation 


In order to fund these expenditures 
and to provide ample funds for continu- 
ing the work of expansion it became 
necessary to have the various properties 
consolidated and merged into one cor- 
poration so that an issue of bonds could 
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be provided for under a single mortgage. 
Accordingly, the Oregon - Washington 
R. R. & Navigation Co. was incorporated 
in 1910. At the time of their consolida- 
tion the various lines comprised a little 
over 1,701 miles of railway owned, 67.22 
miles owned jointly with the Chicago, 
Milwaukee & Puget Sound Ry., 127 
miles of joint use under a 999-year con- 
tract with the Southern Pacific Ry. and 

11.28 miles operated under other track- 
age rights, making the total 1,907 miles. 
The companies whose properties were 
sold to the Oregon-Washington R. R. & 
Navigation Co. have been dissolved. The 
latter was authorized to issue a capital 
stock of $50,000,000, almost the entire 
amount of which was subscribed and paid 
for at par by the Oregon Short Line. The 
proceeds from the sale of this stock were 
used by the Navigation Co. to pay for 
the railways and properties purchased 
by it. , 

"is December, 1912, the United States 
Supreme Court declared control of the 
Southern Pacific by Union Pacific to be 
illegal under the Sherman Law. Under 
the plan of dissolution of the combination 
the company sold $38,292,400 of South- 
ern Pacific stock to the Pennsylvania 
R. R., receiving in exchange therefor 
$42,547,200 of Baltimore & Ohio R. R. 
stock. The remaining $88,357,600 of 
Southern Pacific stock was deposited 
with the Central Trust Co. of New York 
subject to the order of the court. Union 
Pacific stockholders of record August 7, 
1913, were given the right to subscribe 
to this stock to the extent of 27 per cent. 
of their holdings at 92 per share, this 
amount, including dividends accumu- 
lated since January 1, 1913. On January 
8, 1914, the directors approved the distri- 
bution of $28,480,000 of Baltimore & 
Ohio preferred and $53,607,800 Balti- 
more’ & Ohio common to stockholders. 
After some delays, due to injunction 
suits, the distribution was made on July 
20, 1914. 

By reason of the wide stretch of terri- 
tory covered by Union Pacific’s lines and 
their ramifications, the company owns the 
securities and controls many allied and 
collateral enterprises, such as water 
works, traction lines and steamship com- 
panies. Among the company’s affiliated 





holdings are the San Francisco & Port- 
land S. S. Co: and the Yakima Valley 
Transportation Co. The former operates 
a line of steamers between Portland, San 
Francisco and San Pedro and the latter 
owns and operates electric railway lines 
in North Yakima, Wash. 

Union Pacific’s system extends from 
Kansas City and Omaha westward to the 
Pacific Coast and serves such important 
cities as Kansas City, Leavenworth, To- 
peka, Denver, Cheyenne, Omaha, Lin- 
coln, Salt Lake City, Butte, Spokane and 
Portland. 


Union Pacific in Summary 


Without going into the details of 
Union Pacific as an operating entity, 
without seeking to strike a comparison 
of the railroad’s relative degree of op- 
erating efficiency as a producer of reve- 
nue compared with other large systems 
of the country, and without attempting to 
set it up on a per mile and per car com- 
parison with the similar units of other 
roads, Union Pacific would appear to be 
a railroad that will gradually expand its 
earning capacity for the steady enrich- 
ment of the investors in its securities. 

Despite the fluctuations in the stock 
market’s valuation of the common stock, 
there has been apparently no abatement 
of confidence in the financial strength of 
the company and its ability to increase 
earnings. In the event of a war with 
Mexico, and such a possibility still exists, 
Union Pacific would probably be benefited 
to a greater part of the extent to which 
Southern Pacific would temporarily lose 
traffic and therefore such an event as 
war with the neighboring republic, how- 
ever unfortunate in other respects, would 
not be a factor, except a slightly bene- 
ficial one, in Union Pacific’s case. 

And should any disposition develop on 
the part of the Union Pacific directorate 
to place a higher dividend rate upon the 
common stock, such as, for instance, re- 
storing it to its one time 10 per cent. 
dividend basis or, should the directors 
favorably consider a distribution of part 
of the accumulated surplus in the com- 
pany’s treasury, such development is al- 
most certain to be reflected in the form 
of a rapid return of Union Pacific com- 
mon to the higher levels prior to 1915, 
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The Twin Harvester Companies 


Typical “Peace Stocks”—Their Organization and Showings 
—Effects of War and Probable Results of Peace—Their 


Investment and Speculative Opportunities. 





By BARNARD POWERS 





N polite financial circles the word 
“Trust” is no longer in good usage. 
The industrious seeker for the truth 

who calls at the offices of the Interna- 
tional Harvester Co. and inadvertently 
lets slip the phrase-“Harvester Trust,” 
may expect about as cordial a reception 
as the innocent bystander who inquires 
concerning a Frenchman’s health, in Ger- 
man. Since this publication is strictly 
neutral it will avoid the use of the loathed 
word “trust” in this consideration of the 
International Harvester companies. 
The Two Companies 

First, let it be understood that there 
are two Harvester companies, the Inter- 
national Harvester Co. of New Jersey, 
the parent corporate. body, and its off- 
spring, the International Harvester Cor- 
poration, also incorporated under the 
New Jersey laws. In consulting the 
Graphics it should be borne in mind that 
the figures prior to 1913 refer to the In- 
ternational Harvester Co. before it split, 
hydra-like, into two component parts. 


ae HARVESTER s/ N.J. 
° 
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The International Harvester Co. of 
New Jersey has an authorized and out- 
standing issue of $30,000,000 7 per cent. 
cumulative preferred stock, and $40,000,- 
000 of common stock. Its only funded 
debt consists of an authorized and out- 
standing issue of $20,000,000 3% year 5 
per cent. gold notes, due February 18 
next. This issue is a direct obligation of 
the company, but is not secured by a 
mortgage or collateral. ; 

When the International Harvester 
Corporation began its existence in Janu- 
ary of 1913, it acquired from the parent 
company all the latter’s plants in the 
United States devoted to the manufac- 
ture of its so-called “new lines,” consist- 
ing of gasolene and oil engines, tractors, 
auto wagons, cream separators, wagons, 
manure spreaders and tillage and plant- 
ing implements, besides the entire capital 
stocks of the corporations which owned 
the foreign plants and conducted the for- 
eign business of the parent company. 
There were five “new line” plants situ- 
ated at Akron, Ohio, Milwaukee, Wis., 
West Pullman, IIl., Chicago, IIl., and 
Auburn Park, Ill. Together they employ 
about 10,000 persons. The foreign 
plants. including selling and distributing 
agencies, numbered fifteen and are dis- 
tributed all over the globe, but princi- 
pally in continental Europe. 

The separation agreement provided 
for such a division of assets and liabili- 
ties as of December 31, 1912, that the 
net assets of the two companies after 
such division, should be equal. The older 
company received for one-half of its net 


‘assets, 300,000 shares of 7 per cent. cu- 


mulative preferred and 399,964 shares of 
common stock of the new company. 
which were distributed to the sharehold- 
ers of the parent company. 

The International Harvester Corpora- 
tion has the same amount authorized and 
outstanding of both preferred and com- 
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mon stocks as the International Co. of 
New Jersey. It has no funded debt of its 
own, but has assumed an unsecured loan 
made by the International Harvester Co. 
of New Jersey for $10,000,000, due in 
1921, and $5,000,000 unsecured 3 per 
cent. 5-year gold notes, due February, 
1918. 

This dissolution left the parent com- 
pany in control of the entire capital 
stocks of the International Harvester 
Co. of America, St. Paul Twine Co., 
Wisconsin Steel Co. and the Wisconsin 
Lumber Co. Table 1 gives a seven-year 
analysis of the operations of the parent 
company and the results of -the opera- 








rives at the results shown in Table 2. 


“Peace” Stocks 

The securities of harvester companies 
belong in the class known as “peace”’ 
stocks. That is, they are among those 
companies which are either little or ad- 
versely affected by the war. The Inter- 
national Harvester Co: of New Jersey is 
one which has been little affected by the 
foreign struggle. True, its earnings 
showed a decline in 1914, but in the fol- 
lowing year this was more than made up. 
The other corporation, whose business is 
largely of an export nature, was very vi- 
tally affected. With the harvest fields of 
the Central Powers shut off from the out- 








TABLE 1 
International Harvester Co. of New Jersey 
Seven-Year Analysis of Operations—Years Ended December 31 


% Earned % Earned Year’s 
Gross Sales Total Ine. on Pfd. - on Com. Surplus 
ee ee ee én ededun $14,186,623 30.92 17.94 $5,176,436 
) eee © menoeas 12,206,227 26.21 1441 3,763,232 
RR ere 7; 13,284,671 27.71 15.54 4,215,525 
Risshatesseseckss 125,438,104 22,926,041 28.57 16.18 8,945,597 
Beer aa 108,033,596 20,876,403 27.12 15.09 8,071,398 
Pr er 101,166,359 20,687,757 28.05 15.79 9,434,819 
BGs dskpacasadsteos 86,614,550 18,658,178 25.65 18.65 11,192,740 
* Not reported. 
International Harvester Corporation 
Three-Year Analysis of Operations—Years Ended December 31 
Preferred Stock Common Stock 
Operating Net fo % Div. % % Div. Year’s 
Income Income Earned Paid Paid [Earned Paid Paid Surplus 
ee $6,608,466 $3,820,141 1240 7 $2,100,000 a dee? Soaks $1,720,141 
0906. oa cas 7,329,826 4,262,595 1421 7 2,100,000 541 2% = $1,000,000 : 5 
| eae 10,356,628 7,255,253 24.18 7 2,100,000 1288 5 2,000,000 3,155,253 








tions of the offspring concern since its 
incorporation. 
Earnings 

It will be perceived that the mar- 
gin of earnings above dividend re- 
quirements in both cases are more than 
ample. When the International Har- 
vester split in two in 1912, its outstand- 
ing stock was reduced 50 per cent., i. e., 
the preferred from $60,000,000 to $30,- 
000,000, and the common from $80,000,- 
000 to $40,000,000. Its volume of busi- 
ness decreased proportionately. Taking 
a ten-year period in which to analyze the 
earning power of the International Har- 
vester Co. of New Jersey and one. ar- 


side world and with such agricultural 
nations like Russia beating its plough- 
shares into swords, figuratively speaking, ~ 
it is small wonder that earnings on the 
common shrunk from 12.88 per cent. in 
1913 to 5.41 per cent. in 1914 and 4.30 per 
cent. in 1915. Under these circumstances 
it is not surprising that the common stock 
sold to a low of 55 last year. This year 
has seen a recovery in market values for 
the common, the issue having sold up to 
844 during May. At the present time it 
hangs between 80 and 85 with few sales 
recorded. 
Government Suit 


In April of. 1915 the Department of 
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Justice filed a suit against the Interna- 
tional company and others, alleging a 
monopoly in violation of the Sherman 
Act. President McCormick’s statement 
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in reference to this suit is of interest as 
indicating the company’s position in the 
matter. He said in part: 


“More than six years ago this com- 
pany asked for its investigation by the 
Government and opened all its books and 
records for inspection and furnished all 
information desired. No suggestion of 
any change in its business has been made to 
it by the Government at any time. Some 
plan may yet be found which will obviate 
the necessity of any protracted litigation 
by satisfying the claims made under the 
Sherman Act, which will obviate the ne- 
cessity of any protracted litigation, with- 
out seriously impairing the economical 


stored to the docket for re-argument. It 
was reached in the regular course last 
April, but was postponed by the court 
until Fall. 

Outlook for Stocks 


At this period when the financial world 
is gradually shifting its viewpoint to the 
time when the great war will be at an 
end, the common stock of the Interna- 
tional Corporation appear to offer the 
best spéculative possibilities. In the case 
of the older company the hanging Gov- 
ernment suit is apt to act as a drag on 
the market movements of the stock, al- 
though as a matter of fact the precedent 
of suits of this character are all in favor 
of-the company. And secondly the stock 
of the International Harvester Co. has 
not declined to the extent of that of the 
International Harvester Corporation. 

The latter concern is sure to show a 
large increase in business when the war 
ends. The return to the land by the dis- 
banding armies will call for new agricul- 
tural equipment and the replacement of 
the old. Europe will be once more fever- 
ishly at work re-creating the wealth 
which war has destroyed and the rehabili 
tation process should work in the favor 
of this concern. The investor, however, 
must be prepared to await the event, i. e.. 
the end of the war, and of course takes 
the chances of that wait being protracted. 
But with the foreign markets again 
opened to this corporation, which trans- 
acts the major part of its business in or 
with foreign nations, the market position 








TABLE 2 


Earning Power of International Harvester Co. of New Jersey 


Aggregate net profits available for dividends. ... 


Percentage earned on $45,000,000, the average preferred stock 


outstanding during the nine-year period 1907-1915.......... 


Percentage earned on $66,000,000, the average common stock 


outstanding during the ten-year period 1906-1915........... 


10 Years Annual 
1906-1915 Average 
see iidhiat avai: asalhieel $116,448,529 $11,644,853 
241.25% 26.80% 
128.71% 12.87% 








advantages and benefits secured by the 
organization of this company. No form 
or reorganization, however, was. suggest- 
ed by the Government, that seemed prac- 
tically possible.” 


The case against the company was 
argued before the U. S. Supreme Court 
on April 7, 1915, and on June 21 of the 
same year the Court ordered the case re- 


of its stocks should show material im- 
provement. International Harvester of 


N. J. preferred as a high grade industrial 
investment and International Harvester 
Corporation common -as a speculation, 
are among the most promising of those 
issues which come under the classification 
of “peace stocks.” 
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Atchison.— Reports for the 11 mos. ended 
May 30 total operating revenue of $102,- 
227,570, an increase of $13,593,452 over 
previous year, and total operating income 
of $36,196,698, an increase of $8,027,734. 


Atlanta, Birmingham & Atlantic.—This 
road reports for 10 mos. ended Apr. 30 to- 
tal revenues, $2,580,478; operating income 


$389,746; total increase, $440,533; surplus 
after charges $220,999. 
Boston & Maine.—Earnings for 1915-16 


fiseal year show gross $51,991,000, a gain 
over preceding year of $5,318,000, or 11.39%. 
Final figures expected to show 944% on the 
common stock after 6% on the preferred. 


Chicago, Burlington & Quincy.—Gross 
earnings for 12 mos. ended June 30 esti- 
mated at $102,000,000, and estimated at 
equal to 24% on the $110,839,100 outstand- 
ing stock, all of which is owned by Great 
Northern and Northern Pacific. The 8% 
dividend requires $8,867,128, leaving sur- 
plus of about $18,000,000, which would be 
equal to about 3.6% on the combined stocks 
of Great Northern and Northern Pacific. 


Chicago, Milwaukee & St. Paul.—This 
road is building at Milwaukee 250 automo- 
bile freight cars which can readily be used 
for carrying grain and other commodities. 
These should be ready for handling crops 
in the Fall. 


Colorado & Southern—Reports for 11 
mos. ended May 31 total operating revenue 
of $7,949,297, an increase of $877,055 over 
corresponding period of previous year, and 
operating income of $2,391,155, an increase 


of $792,116. 


Denver & Rio Grande.—The total operat- 
ing revenue of this road for 11 mos. ended 
May 31 was $22,825,349, an increase of $2,- 
870,887 over same petiod of 1915 and oper- 
ating income $8,304,914, an increase of $2,- 
440,859. 


Erie—This road reports for 11 mos. 
ended May 31 total operating revenues of 
$66,397,635, an increase of $11,004,401 over 
1915, and operating income of $21,359,312, 
an increase of $9,742,617. 

Illinois Central—June gross earnings 
were $5,685,502, an increase of $804,104 over 
June, 1915, and the 12 mos. gross ended 
June 30, 1916, was $68,857,330, an increase 
of $6,745,778 over previous year. 


Kansas City, Mexico & Orient.—Arrange- 
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ments have been made whereby the con- 
trol of this road. will pass into the hands 
of an English syndicate. 


Kansas City Southern.—June gross earn- 
ings were $911,145, an increase of $118,919 
over June, 1915, and net after taxes $300,826, 
an increase of $162,300. The 12 mos. gross 
ended June 30 was $10,583,630, an increase 
of $547,334 over previous year and net after 
taxes $3,659,918, an increase of $677,159. 


Minneapolis, St. Paul & Sault Ste. Marie. 
—The 11 mos. ended May 31 showed total 
operating revenues of $32,081,821, an in- 
crease of $6,374,066 over corresponding 
period of 1915, and operating income was 
$13,193,898, an increase of $4,981,374. 


Missouri Pacific——The fiscal year ended 
June 30 shows an increase of $6,000,000 in 
gross. Income available for fixed charges 
was about $12,250,000, only a slight in- 
crease over previous year. It is definitely 
settled that the assessment on this com- 
pany’s $82,702,000 stock will be $50 per 
share and stockholders paying this assess- 
ment will receive in exchange 100% in new 
4% mortgage bonds. 


New York Central.—Estimated that gross 
earnings from Jan. 1 to July 15 were in ex- 
cess of $105,000,000, an increase of 28% 
over last year. Present earnings of this 
road and subsidiaries believed to be equal 
to 20% per annum on the parent company’s 
capital stock. 


New York, Chicago & St. Louis.—The 
New York Central has sold to Cleveland 
interests all of the stock it owned in this 
road. It is reported that Nickel Plate will 
be electrified for 200 miles between Cleve- 
land and Buffalo, and it is later intended to 
electrify the road between Cleveland and 
Chicago. 


Pacific Coast Co.—Declared regular quar- 
terly dividends of 14% on preferred stock 
and 1% on second preferred payable Aug. 1 
to stock of record July 28. Dividend action 
on common stock was postponed on ac- 
count of longshoremen’s strike conditions 
on the Pacific Coast. 


Pennsylvania Railroad.—Earnings of this 
system for fiscal year ended June 30 esti- 
mated at 13%, an increase of 6% over pre- 
vious year. 


Pere Marquette.—Estimated gross re- 


ceipts for June were $1,799,408, an increase 
of $345,542 over June, 1915. Sale of this 
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road has been-postponed from July 5 to 
Sept. 5, 1916, before the United States Court 
at Detroit, Mich. 


Pittsburgh & Lake Erie.—Declared extra 
dividend of 20% and authorized issuance of 
$6,000,000 new stock to be sold to present 
stockholders at par $50 a share. Stockhold- 
ers of record July 30 will have right to 
subscribe to new stock at par, to extent of 
20% of their holdings. This right will ter- 
minate Aug. 12. Payment for new stock 
must be made on or before Aug. 12. On 
Apr. 28 stockholders voted to increase the 
company’s capital from $30,000,000 to $50,- 
000,000. 

Reading.—Earnings of this road for year 
ended June 30, without allowing for equities 
in Reading Iron Co, or Jersey Central hold- 
ings, estimated to be close to 18%4% on the 
common stock. 

St. Louis & San Francisco—This road 
has been sold to representatives of the 





bondholders for $45,700,200. It is expected 


that a new company will be organized 
shortly to take over the road from the re- 
ceivers. Earnings for the fiscal year ended 
June 30 are estimated at $48,400,000 gross 
and $14,000,000 net. This means that full 
fixed and contingent interest charges under 
the reorganization plan were covered with a 
margin of close to $300,000. 


Southern Pacific—With a gain of $1,604,- 
055 in June net earnings, this road in the 
year ended June 30 earned about 11.7% on 
its stock, against 7.20% in 1915. Net for 
the fiscal year was $48,189,971, an increase 
of $12,500,357 over 1915 and $3,981,962 above 
the previous record of 1913. 


Southern Railway.— Estimated that for 
the fiscal year ended June 30 this road 
earned total fixed charges with a margin 
sufficient to take care of the 5% preferred 
dividend requirement and show slightly 
more than 5% for the common stock. 
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American Agricultural—Understood to 
have earned about 15% for com. stock in year 
ended June 30. On June 30, 1915, it owed 
the banks $4,835,000. This has been paid off 
with the exception of a $100,000 note. 


American Brake Shoe & Foundry.—Net 
earnings estimated at above 20% on pref. 
stock which is entitled to all surplus earn- 
ings after providing for 7% on the com. 
Shell output of co. is now well above 1,200 
pieces daily. The contract calls for 250,000 
shells by the end of the year, which will be 
completed on schedule. 


American Brass.—Declared regular quar- 
terly dividend of 14% and extra of 34%, 
payable Aug. 15 to stock of record July 31. 
This is same distribution made previous 
quarter. 


American Can Co.—Net earnings for 1916 
estimated at $20,000,000. Deducting all 
charges, including back dividends, there 
would still be a balance of $12,400,000, equal 
to about 30% on the $41,233,300 com. stock. 


American Hide & Leather.—Declared 
dividend of 5% on pref. stock payable Sept. 
1, which is first dividend paid since 1905, 
when 3% was paid. Co. reports for 12 mos. 
ended June 30, net profits of $2,304,492, and 
surplus of $1,642,992, equal to 12.63% on the 
$13,000,000 outstanding pref. stock, com- 
pared with 7.37% in 1915. Net current 
assets June 30 were $11,963,899; bonds in 
hands of public, $4,445,000. 

American Ice Co.—Sales the current year 
understood to be 30% ahead of last year. A 
warehouse with omy of 10,000 tons will 


be opened in Coney Island in August. Two 
Philadelphia warehouses will be ready by 
next month, one of 20,000 tons and the 





other of 10,000 tons. This will enable co. 
to increase output during winter months. 


American Locomotive.—Just closed big 
shell order for Great Britain amounting to 
about $15,000,000, with net profits on same 
estimated at around $3,500,000. This would 
equal about $15 per share on the co.’s $25,- 
000,000 com. stock. 


American Steel Foundries.—Net profits 
for first half of 1916 understood to have 
been $1,400,000. Net after charges equal to 
about $1,000,000. This is at annual rate of 
over 11% on the $17,184,000 stock. Practi- 
cally all of the profit on war orders will 
accrue during the second half year. These 
earnings are estimated to be at least $300,- 
000 monthly. 


American Tobacco.—Earnings estimated 
at about 25% per annum at present. Last 
year co. earned its 20% dividend by only a 
narrow margin. The war has ‘resulted in 
large increase in the use of domestic brands 
of tobacco. 


Bethlehem Steel—Co. now shipping shells 
at rate of more than 30,000 per day. Present 
plans of co. prowde for plant additions 
which will add approximately $600 a share 
to the plant assets behind the com. stock 
within next few years. 


Canadian Car & Foundry.—Showed pro- 
fits for first 9 mos. of present year of 
$1,178,353. After deducting depreciation 
and renewals, net earnings were $398,742. 
which more than takes care of the pref. 
dividend. Unfilled orders as of July 22 
amounted to $12,664,000. 


Central Leather.—For quarter ended June 
30 net profits were $4,641,377, compared 
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with $3,913,381 the previous quarter. Net 
income, after interest and other charges, 
for the 3 mos. was $3,164,013. Surplus 
available for the com. stock for the first 6 
mos. of 1916, after deducting all charges 
and preferred dividends, was $4,544,627, 
against but $1,026,509 for the corresponding 
period of last year. This is equal to 11.44% 
on the outstanding stock. Total profit and 
loss surplus on June 30 stood at $13,862,395. 


Crucible Steel—Current monthly earn- 
ings understood to be running at well un- 
der $2,000,000, compared with $2,300,000 for 
April, Net earnings are being kept down 
by heavy appropriations for new construc- 
tion. 


Eastern Steel Co.—Declared regular 
quarterly dividend of 14% on the first pref. 
stock and an extra dividend of 21% on ac- 
count of accumulated dividends. Both divi- 
dends payable on Sept. 15 to stock of record 
Sept. 1. Balance of accumulated dividends on 
first pref. stock is 28%. 


Emerson Phonograph.—Company manu- 
facturing between 15,000 and 20,000 records 
per day. Output and sales show a steady 
increase. 


Fore River Shipbuilding.—The 1916 plant 
construction, involving $ $400,000 000 outlay, will 
bring this co.’s shipbuilding capacity up to 
practically $12,000,000 per. annum. This 
means a 100% increase. Co. is now con- 
structing 13 merchant ships at a -price of 
$14,000,000, and 11 submarines at a price of 
$6,000,000. These will require 2 years to 
complete at full day operations. This com- 
pany expects to secure all the work it can 
handle from awards under the pending 
legislation for upbuilding the United 
States navy. 


Gaston, Williams & Wigmore.—Under- 
stood to have closed contract with Associ- 
acion de Agricultores del Ecuador for 
world agency with exception of England, 
Holland, France and Spain for output of 
cocoa in Ecuador. This country exports 
about 40,000 tons annually, having a value 
of $12,000,000. 


General Electric—Estimated to have 
earned during its first half year, the 6 mos. 
to July 1, net profits equal to a full year’s divi- 
dend on the $101,510,600 stock. This was 
after allowing for a year’s interest on the 
bonds. 


Goodrich (B. F.).—Declared a dividend of 
$1.75 per share on the pref. stock payable 
Oct. 2 to stock of record Sept. 21; also quar- 
terly dividend of $1 per share on the com. 
stock payable Nov. 15 to stock of record 

Nov. 3. Co. is understood to have found a 
cog substitute for rubber, which it claims 
is more flexible and comfortable and is 
waterproof. 


Holly Sugar Corporation.—Declared ini- 
tial dividend of $2.14 on pref. stock for 








period from April 10 to Aug. 1, being at 
rate of 7% ET a payable Aug. 1 to stock 
of record July 15. 


International 
earnings for fiscal year ended June 30 un- 
derstood to have been between $2,000,000 


Agricultural Corp.—Net 


and $3,000,000. Net of $2,000,000 would be 
equal to nearly 11% on the $13, 055,000 pref. 
after allowing $600,000 for bond interest. 
The larger amount would be equal to 18% 
on the pref., which pays 7%. 


International Mercantile Marine.—June 
earnings were approximately $7,000,000. 
For the 6 mos. ended June 30 this co. earned 
$33,500,000. The war tax, amounting to 
around $11,000,000, must be taken out of this 
sum. This leaves approximately $22,500,000 
for the company, equivalent to $43 a share 
on the pref. stock for the 6 mos. period, or 
at rate of $86 a share for a full year. Back 
dividends on the pref. amount to $82 


International Nickel. ri earnings for 
the June quarter were $3,305,000, equal to 
7.58% on the $41,000,000 com. stock par $25, 
or at rate of over 30% per annum. n June 
30 last, net quick assets were over $13,000,- 
000,.of which over $7,000,000 was in cash, 
yes ary of deposit or loans on call. 


+1. Be e. S.).—June sales amounted to 
$1, ct 5 increase of $354,727 over 
June, 1915, aaa the 6 mos. sales ended June 
30 were $11,225,457, an increase of $2,249,115 
over same period of 1915. 


Lackawanna Steel—June quarter net 
profits estimated to have reached new high 
record of $3,067,274, equal to 88% on the 
stock and at annual rate of over 35%. The 
half year showed a dividend surplus of 
$5,318,342, which if equaled during second 
six mos. of 1916 would mean that co. has 
earned more than four times the 1915 net. 
Co. has orders on hand for 932,000 tons of 
products, which is 12 mos. output based on 
any record of the past 8 or 10 years. 


Maxwell Motor.—An official of the co. 
states that total business for fiscal year 
ending July 31 was almost double that of 
previous year, so far as the volume of cars 
sold is concerned. Net earnings, after lib- 
eral Sane and reserves, will be about 
$5,000,000. This is after allowing for sink- 
ing fund on first preferred stock of $140,000. 
If these earnings are realized, the co. will 
show the Ist pref. dividend earned 5 times, 
and the Ist and 2nd pref. dividends more 
than 3 times earned. Earnings for the 
common, counting $1,600,000 for Ist. and 
2nd pref., would be well over 25% on par 
value. 

Midvale Steel.— Reported to have received 
an order for 55,000 12-inch shells, valued at 
$8,000,000, from the French and British 
governments. 

National Enameling & Stamping. —Fig- 
ures now at hand indicate that net for the 
first 6 mos. of current year was at approxi- 
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mate rate of 10% per annum on the com. 
stock, compared with about 3% carried to 
surplus for the complete 1915 fiscal year. 


Pacific Mail Steamship Co.—Has an- 
nounced that it will resume business in the 
Pacific in August. This co. is now affiliated 
with W. R. Grace & Co., and has acquired 
3 ships from the Royal Dutch West India 
Mail Co., paying $1,110,000 for each. Co. 
intends to develop the Central American 
business, to which these ships will be trans- 
ferred if the San Francisco-Orient service 
is profitable. Then, new and finer ships 
will be built for the Pacific route. 


Packard Motor Car Co.—Received an 
order from the U. S. War Department for 
198 additional trucks. This brings total 
number of trucks purchased by the Govern- 
ment since March 20 to 716, representing 
an investment of more than $2,000,000. 
Estimated net profits for fiscal year ending 
Aug. 31 are $6,000,000, or equal to $47 per 
share, against $34 earned in 1915. 


Poole Engineering & Machine.—Final 
arrangements have been made in connec- 
tion with the proposed issue of $1,000,000 
6% 10-year refunding and _ convertible 
bonds. They are to be convertible into 
stock at $125 a share and a cumulative sink- 
ing fund of $30,000 a year is provided. The 
new bonds are to be offered to the public 
at par and interest. 


Pressed Steel Car.—Declared a dividend 
of $1 per share on the com. stock payable 
Sept. 6 to stock of record Aug. 16. Divi- 
dends on this stock were deferred on Jan. 
27, 1915. The co. also declared the regular 
quarterly dividend of $1.75 on the~*pref. 
stock, payable Aug. 23 to stock of record 
Aug. 2. 

Republic Iron & Steel.—Reports for 6 
mos. ended June 30 surplus after allowing 
for preferred dividends, depreciation, etc., 
of $4,143,076, equal to 15.23% on the com. 
stock; or at rate of over 30% per annum. 
Profits were realized almost entirely from 
the manufacture of commercial steel, not 
war munitions. Net current assets now 
stand at $15,560,413, and are within $1,275,- 
000 of the total bonded debt. Orders on 
books are sufficient to keep plants in opera- 
through remainder of year at the very 
east. 


Savage Arms.—Has received an order for 
100 Lewis machine guns from U. S. Gov- 
ernment. This is in addition to the order 
for 250 guns which was placed a few weeks 
ago. Shipment of 100 guns just ordered 
will be made before the end of July. Driggs- 
Seabury controls this company. 


Saxon Motor Car.—Shipped during fiscal 
year ended June 30 total ‘of 25,399 cars, com- 
pared with. 12,099 cars during previous 
years. Estimated earnings are equal to 
$1,250,000. This would be equal to $21 a 
share.on the $6,000,000 capital stock on 


which dividends are being paid at rate of 
per annum. 


Stewart-Warner Speedometer.—Declared 
regular quarterly dividend of 14%% on the 
com, stock, payable Aug. | to stock of rec- 
ord July 22. Earnings of the co. for the 
first half of 1916 were equal to approxi- 
mately 1234% on the com. stock. Co. plans 
immediate application for regular listing of 
com. stock on the N. Y. and Chicago Stock 
Exchanges. 


Studebaker.—Earnings understood to be 
running at the rate of about 30% on the 
$30,000,000 com. stock. This is exclusive of 
any earnings from war orders. It is under- 
stood the Federal government has placed 
an order for wagons worth $4;000,000 with 
Studebaker. 

Submarine Boat.—Estimated that net 
earnings for the year 1916 will total $15,- 
000,000, which includes $12,000,000 in the 
construction of submarines and launches, 
and $3,000,000 in royalties from foreign gov- 
ernments which have boats under construc- 
tion in their yards. These earnings are 
equal to $19.56 per share on the 766,710 
shares outstanding. The dividend requires 


United Drug.—Directors voted to issue 
$2,500,000 pref. stock. First pref. stock- 
holders have been given right to subscribe 
at par, $50, in ratio of 1 mew share for 
each 2 shares of record July 22nd. Right 
to subscribe terminates Sept. 1. Pres. 
Liggett says that sales from Feb. 4, 1916, to 
May 31, showed an increase of 22% over 
corresponding period in 1915. 

U. S. Industrial Alcohol. — Estimated 
earnings for 1916 will exceed $6,000,000, 
which would be equal to 46% on the $12,- 
000,000 com. stock. Earnings in 1915 were 
equal to 33% on the com. 

U. S. Steel—Net earnings for quarter 
ended June 30 were $81,126,048, by far the 
largest 3 mos. earnings in its history, com- 
paring with $60,713,624 for the first quarter 
of this year, the previous high record. 
Earnings for current quarter expected to 
be well over $90,000,000. It is estimated 
that for the full 1916 year $46 per share 
will be earned. An extra dividend of 1% 
was. declared in addition to the regular 
quarterly dividend of 14%. 

Westinghouse Air Brake.—An official of 
this co. says that the 1916 report will be 
the best in its history. 

Willys-Overland.— Declared quarterly 
dividend of 3% in cash, placing the stock 
on a 12% cash dividend basis, and also de- 
clared a stock dividend of 10% on the com. 
stock. Cash dividend of 3% is payable 
Aug. 1 to stock of record July 24. The 10% 
stock dividend is payable 5% Oct. 2 to stock 
of record Sept. 15 and 5% Apr. 2, 1917, to 
stock of record March 15. In the half year 
to June 30 this co. shipped a total of 94,155 
cars. 
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Maxim Munitions 

P. M. C., Washington, D. C—Maxim Mu- 
nitions Corporation (534) has purchased the 
invention of Mr. Enricht which, it is claimed, 
can be used in gas engines. Of course, this 
has by no means been satisfactorily demon- 
strated as yet, and it may turn out to be im- 
practicable. We regard the stock of this cor- 
poration as decidedly speculative. If this gas- 
oline substitute should work out all right, 
however, it would have possibilities. Maxim 
Munitions has not as yet published any report 
of earnings. There is $10,000,000 stock, par 
$10. No bonds or notes. We would not ad- 
vise that you put any more money into a stock 
of this character than you can afford to take 
a chance with. The corporation has a plant 
at present at New Haven, working on war or- 
ders, but it is not thought that earnings from 
this source are sufficient to justify the present 
price of the stock. 

White Motors 

H. M., Webster, S. Dak—White Motors 
(53%) undoubtedly has attractive speculative 
possibilities. This company’s products are 
very highly regarded in the automobile trade 
and, while the recent large earnings were due 
in part to war orders, the company has an 
excellent earning power aside from this. We 
regard the stock as attractive as any of the 
motor issues. 


Nat. Zinc & Lead. P 


A. W. J., Boston, Mass.—National Zinc and 
Lead’s future course in the market will largely 
depend on how well the price of spelter holds 
up. At the present time the company is mak- 
ing big money and favorable reports have been 
made as to development work. Of course, it 
is impossible to forecast how long spelter will 
hold up. The company has already earned and 
paid in cash dividends since its inception, over 
$100,000, in fact, 36% of the par value of the 
stock and substantially 30% return upon an 
issued share capitalization of only $300,000. 
The last dividend just declared by the company 
was of 4% with an extra of 1%, making a total 
of 5%, of which this was the third continuous 
monthly disbursement. 


Duluth, So. Shore & Atlantic 


W. E. L., Pittsfield, Mass.—Duluth, South 
Shore & Atlantic (554) is controlled by the 
Canadian Pacific Railway Co., which owns a 
majority of the common and preferred stocks, 
also the entire issue of first consolidated 4's 
and the income 4’s. For the past several years 
this road has steadily reported deficits. For 
the year ended June 30, 1915, the deficit was 
$657,083. For the year ended June 30, 1916, 
it is estimated that the deficit, after charges, 
will be about $250,000. The fact that Canadian 
Pacific is the sponsor for this road is what 
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has kept it going without a receivership or 
reorganization. Whether it will go into re- 
ceivership or not depends altogether on the 
plans of the Canadian Pacific Railway Co. 


Packard Motor 


_D. P., Titusville, Pa—Packard Motor Car 
Company on June 15 declared a 50% stock 
dividend on the common stock payable August 
1 to stockholders of record June 15. This in- 
creased the outstanding common stock from 
$7,771,830 to $11,657,745. It is estimated that 
for the year ended June 30, 1916, earnings of 
the company will be equivalent to 40% on 
the increased capital. The common stock can 
by no means be regarded as an investment. It 
is decidedly a speculation. The automobile in- 
dustry is now in its boom time, and it is de- 
cidedly uncertain whether the companies will 
be able to maintain their earnings at present 
rates. Production is greatly increasing, and 
sooner or later will exceed the demand. Gen- 
erally speaking, therefore, we regard the pur- 
chase of the motor stocks as a class, as in- 
volving a considerable element of risk. The 
Packard company is, however, one of the best 
companies in the field. 


Wheeling & Lake Erie 


R. C., Staten Island, N. Y.—The Wheeling 
& Lake Erie foreclosure sale has been set for 
August, and it is expected that no further 
postponement will be necessary. Legal mat- 
ters apparently have been cleared away for 
the consummation of the reorganization. It 
is understood that a tentative plan has already 
been drawn up, but its particulars are not 
available. All classes of stock will undoubt- 
edly be allowed to participate in the reorgani- 
zation, through the payment of an assessment. 
The reason that the stock is selling as high 
as it is on the New York Stock Exchange 
is undoubtedly due to the fact that the road 
has been showing remarkably good earnings 
recently. For the year ended June 30, 1910, 
it is estimated that the road will earn, after 
paying all interest charges, defaulted and un- 
defaulted, 4% on both preferred stocks, and 
in addition 4.1% on the common. It is 
thought, therefore, fhat even though the stocks 
pay heavy assessment, that present prices are 
justified. The common is selling around 5, 
the first preferred around 17%, and the sec- 
ond preferred around 7%. There was a pro- 
tective committee formed in the various classes 
of stock several years ago, but it is our under- 
standing that this is now out of existence. At 
any rate, it is inactive at the present time, and 
is not asking for deposits of stock. The 
Wheeling & Lake Erie stock, which the first 
mortgage holders of the Wabash Pittsburgh 
Terminal Railway Co. are entitled to, will be 
placed in the hands of trustees who will pro- 
tect its interests. 
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S. H. Kress 


H. D. C., Parkersburg, W. Va.—The man- 
agement of S. H. Kress & Co. is well re- 
garded. We believe the stock of this company 
has excellent speculative possibilities. We are 
enclosing a circular on this company prepared 
by Messrs. Heidelbach, Ickelheimer & Co. 
The stores of this company are principally lo- 
cated in the southern part of the United 
States. In spite of the fact that in the fall 
of 1914 and the first six months of 1915 con- 
ditions in that section of the country were 
decidedly poor, the net profits of the company 
were not affected to any material extent. 
Net profits in 1913 were $1,069,140, in 1914 
$1,037 516, and in 1915 $1,005,920. Gross sales 
in 1916 have been showing increases of about 
25%. There is $5,000,000 7% cumulative pre- 
ferred stock outstanding, and $12,000,000 com- 
mon, par value $100. The preferred stock can 
be regarded as an excellent investment issue. 


Union Bag & Paper 


W. P. M., Baltimore, Md—In regard to 
the Union Bag & Paper reorganization, as 

rhaps you have noticed, sufficient assent has 
ee received to make the plan operative. 
Opposition to the proposed plan on the part 
of the preferred stockholders was based largely 
on the fact that the common stock was get- 
ting too much, when it was considered that 
the company’s assets were not equal to more 
than about 60% of the total due the preferred 
stockholders, including the $4,950,000 of accu- 
mulated back dividends. These figures would 
appear to entitle the common stockholders to 
nothing, but it must be remembered that the 
common stockholders have a right to vote, 
and this, of course, is worth something in a 
growing concern. When the company was or- 
ganized in 1899, the common stock was noth- 
ing but water, and was given away to the 
preferred stockholders, who sold large 
amounts to the public. ‘All things considered, 
we are inclined to the opinion that the reor- 
ganization plan is a fairly just one. It is pro- 
posed to pay 5% on the new stock. 


Rock Island 


W. A. H., Cedar Rapids, Ia—Rock Island 
Co. This company was ordered dissolved on 
April 10. There were only a few thousand 
dollars net cash assets, which would be equal 
to a few cents per share on the preferred 
stock. This will probably be distributed to 

powered stockholders in a short time. 
ow of no market for the stock. 


J. I. Case Pfd. 


S. A. W., Crown Point, Ind.—J. I. Case 7% 
Preferred, selling around 88, looks like an 
attractive semi-speculative investment. The 
shipbuilding industry also has possibilities of 
being very prosperous for some time after the 
war is over. Cramp Shipbuilding, selling 
around 77, has attractive possibilities as a 
speculation. Fer the year ended April 30, 
1916, the company earned close to 18% on 
its stock after allowing for depreciation. It 
has orders on hand which will keep it at ca- 
nd for twelve months to come, at the very 
east. 


U. S. Light & Heat 


N. R. G. New York City.—U. S. Light & 
Heat (Preferred 64%, Common 25) has been 
Operating at a loss since it was reorganized. 
Under these circumstances it would appear 
that the common and preferred stock are sell- 
ing rather high, even at present prices. At 
the present time, however, there is a fight on 
for the control of the company. The pre- 
ferred stock carries control, as it elects a 
majority of the directors. That is why it has 
been so strong recently. Once the question 
of control is settled, the preferred stock should 
not sell as high. You should be careful, there- 
fore, not to overstay your market in this issue. 
The annual meeting occurs early in August. 
The common stock may work a little higher 
in sympathy with the preferred. 


Ontario & Western 


S. R. C., Fort H. G. Wright, N. Y.—New 
York, Ontario & Western (27) for the year 
ended June 30, 1916, will earn about 1144% 
on the capital stock. In 1915, 1.05% was 
earned, in 1914, 1.14%, and in 1913, 2.08%. 
In 1912, 0.82% was earned, and in 191], 
1.97%. The earning power of this road does 
not seem to justify a very much higher price 
than you paid for the stock, 31%, and our 
suggestion would be that you sell out as soon 
as you can do so and take a fair profit. 


Emerson Phonograph 


J. P. A., Watch Hill, R. —Emerson Phono- 
graph. This company is steadily increasing 
its production of records, and the outlook for 
the stock is brighter now than ever before. 
At present prices ef around 11% we regard 
it as an attractive speculation and believe that 
it has excellent possibilities of going mate- 
rially higher in price. 
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Farm Mortgages Panic Proof 


With Uncertainty Ahead as to What Effect the Ending of the 
War Will Have on Industrial Conditions, the Security 
Producing Farms Offer Appears Attractive. 





By PHILIP J. TOWNE 





OW that the manufacturing indus- 
try of the United States is at the 
height of its prosperity the far- 

seeing investors and speculators are be- 
ginning to feel that it is a good time to 
get out of all the more speculative secur- 
ities of companies which are dependent 
directly or indirectly on the general in- 
dustrial activity of the country for their 
well being and into a class of security 
which will be more or less immune from 
depreciation in values. 

One of the first investment fields that 
offers itself is the farm mortgage. Few 
people, especially here in the east, realize 
what an important investment medium 
this security has become. As Mr. H. M. 
Hanson, secretary-treasurer of the Farm 
Mortgage Bankers’ Association of Amer- 
ica, pointed out in the last issue of THE 
MAGAZINE OF WALL STREET, there is ap- 
proximately $3,500,000,000 invested in 
farm mortgages in the United States, and 
this includes only those mortgages se- 
cured by productive farms. 


Not Affected by Bad Times 

Whether the industrial activity of the 
country ebbs or not, productive farm land 
will continue to be worked. In fact, 
when the manufacturing industry is poor 
the farmers benefit to the extent that they 
can then obtain an abundant supply of 
cheap labor. Here, then, is a security 
that would not be affected by bad times, 
and first mortgages on high-grade farm 
land would appear a good place for sur- 
plus funds when clouds gather on- the 
horizon. 

With $3,500,000,000 of good farm 
mortgages in the United States the pros- 
pective investor has a big selection to 
choose from. Moreover, the way has 
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been made easy to get a good mortgage. 
The business has become standardized. 
Not only have many very excellent firms 
gone into this line, but they have come 
together for their mutual protection and 
for the purpose of eliminating questional 
methods. The Farm Mortgage Bankers’ 
Association of America includes among 
its members only bankers of the highest 


standing. 
Good Yield 


High grade farm mortgages yield from 
4% to 6%, although others can be ob- 
tained yielding still higher interest with 
reasonable security. It is obviously im- 
possible for the average investor to make 
sufficiently thorough investigations him- 
self of farming properties, so it is essen- 
tial to rely on the farm mortgage banker, 
and the greatest care should be taken in 
his selection. His experience and hon- 
esty is the investor’s main safeguard. 

Farm mortgages in the past have fallen 
into disrepute. In the early eighties they 
began to lose their reputation. Banks had 
loaned rather heavily on New England 
farm land and when the big rush for 
western farms made those in the east a 
drug on the market many very heavy 
losses were taken. Then, as is the case 
with nearly all booms, the western land 
boom was overdone and much money was 
lost in the early nineties in mortgages on 
western farm lands. 


No Inflation 


All the factors that caused these re- 
verses are eliminated from the present 
situation. Eastern lands are generally be- 
lieved to be about at their low point, 
they have not been so low for years. 
Western lands and middle western lands 
are not selling unusually low, it is true 
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but good money is being made on them 
and the tendency appears to be upward. 

Another point to be remembered is that 
the United States Government has shown 
an increasing interest in the farming in- 
dustry. In the first place, there is is the 
Farm Credits bill. In regard to this 
Current Opinion has the following to 
Say : 

“We may like the Farm Credits bill or 
we may dislike it (Myron T. Herrick, 
who favors farm credits, condemns the 
bill; so do most of the private trust and 
loan companies); but the fact remains 
that it marks the most important mile- 
pole on the way to farm prosperity in the 
United States. Farm mortgages and land 
bonds are going to have the imprint and 
backing and sponsorship of Uncle Sam. 
They will be secure as government bonds 
or minted gold. The majority of the 
private companies now doing business 
may be rated first rank, but to remain 
doing business in competition with Uncle 


Sam, ail farm-mortgage companies must 
rank up in the first class.” 


Helping the Farmer 


The United States has also taken up 
very seriously the question of farm mar- 
keting. In addition, the various states 
have shown an interest in the subject. 
There is unquestionably great room for 
reform here. The consumers are cer- 
tainly paying enough, yet farm produce, 
with the exception of such staples as 
wheat, corn, oats, etc., has not been get- 
ting much for the farmer. The middle 
men appear to be making all the money. 
Could the farmer receive as much as 
60% of the consumers’ price he would 
roll in opulence. It is not beyond the 
bounds of possibility that this state of 
affairs will be brought about some day. 
What the farmer wants is direct access 
to markets, direct control of markets and 
direct touch with the customer. 








Is a New Era Dawning? 


No longer does the daily press utilize the leading editorial space for 


a scathing denunciation of corporations. 


No longer do the cartoon- 


ists represent the corpulent banker as filling his money-bags by bleed- 


ing the people through the medium of the railroads. 


While the 


public press has by no means taken up its cudgels in defense of the 
railroad, yet the railroad is being left alone to fight its own battles 
and does not have to overcome the prejudices instilled by a partisan 
press. The pendulum is surely swinging and there are those who be- 
lieve that the railroads will yet get a square deal and a real hearing. 
Railroad managers are awakening to the fact that there is a public to 
be pleased and that security holders are entitled to some consideration. 
They realize that these security holders are a very substantial type 
of people and that their goodwill is worth having. It is not now un- 
common for the traveling public to have the roads ask for suggestions 
to improve the service. It is not uncommon for the roads through 
advertising to appeal for goodwill and co-operation. It is becom- 
ing quite common for the stockholder to receive an appeal for the 
support or defeat of this or that measure which is vital to the interest 
of the railroad and therefore indirectly of the security holders.—W1l/ 
the Railroads Come Back? by Lockwood Barr. 
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“Movies” as 


Investments 


Industry Passing Through a Critical Period as Film Supply 
Has. Exceeded Demand — Co-operation and Greater 


Efficiency the Remedy—Not Yet Time to Invest. 








By LOUIS STONE 








HEN the average person, not in 
the moving picture business, is 
brought face to face with the fact 

that considerably over 10,000,000 persons 
attend the “movies” daily in this country, 
the thought naturally arises that enor- 
mous profits are being made by the 
various companies embarked in this field. 

Strange as it may seem, this is de- 
cidedly not the case at the present time. 
It is almost a fundamental law that no 
matter how great the public demand for 
any particular thing is, if it is possible 
to increase the supply this will be done 
and so rapidly that sooner or later it will 
exceed the demand. So with the movies, 
the demand continues to be enormous, but 
the supply now is also enormous and 
competition has set in with the natural 
result that profits have been decidedly 
lessened. 


Over-Production 


The large profits made in the movies 
the past decade attracted many people to 
the business especially as it was a busi- 
ness that did not require an excessive 
amount of capital. Hundreds of produc- 
ing companies started up throughout the 
country and the older companies rapidly 
increased their output of films. The re- 
sult of this haphazard production is that 
the market is now glutted with films. 
Formerly there was a good demand for 
almost any kind of a film, now only the 
unusual are sought after. This has re- 
sulted in big inducements being made to 
prominent actors to take the leads in 
screen plays and the popular favorites 
have been able to name their own prices, 
as witness the $680,000 a year for 
Charlie Chaplin. 

It is the rank and file that have felt the 
pinch. Hundreds of moving picture 


actors whose services formerly were in 
demand at excellent salaries are now out 
of jobs, or working for a pittance. Also 
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the large producing companies have felt 
the strain. Many, that a year ago were 
showing very handsome profits, are now 
not doing much more than covering ex- 
penses. 

Slump in Movie Stocks 

Take, for example, the companies 
whose stock the public was persuaded to 
buy of rather freely. World Film sold 
early in 1915 between $5 and $6, it is 
now $1. On July 15, 1915, a dividend 
of 3 per cent. was paid accompanied by 
a statement that earnings were more 
than sufficient to warrant a quarterly 
dividend at this rate. Contracts were 
signed with the Equitable and Paragon 
from which profits during 1916 of 
$750,000 were predicted. That this was 
a very poor guess is obvious, when the 
fact is considered that the present market 
value of the capital stock of World Film 
is only about $1,000,000, a rather ridic- 
ulous valuation if it had any such earn- 
ing power. 

Triangle Film put out around $5 sold 
to over $9. It is now $2.50. 

William A. Brady, president of the 
World Film, believes that a general re- 
organization and regulation of the in- 
dustry is necessary, and this is the belief . 
of the more prominent men in the mov- 
ing picture field. It is a great industry 
but its mushroom growth has caused 
inordinate waste and a general slackness 
of methods that will have to be eradi- 
cated before large profits will again be 
seen. Moreover some effort will have 
to be made to bring some of the more 
powerful units together so that there will 
be a lessening of the present killing com- 
petition. 

Proposed Merger 

Several mergers have been proposed. 
The very latest is one in which the Tri- 
angle. Film Corporation, the Majestic 
Film, the Reliance Film and the New York 
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Motion Picture Company are to form a 
part. This will probably be the start of 
several mergers which will have the ef- 
fect of stabilizing the business. Many of 
the smaller companies will find these 
large units too hard to compete against 
and gradually drop out or be taken over 
and in this way the production of films 
could be kept well within the demand. 
Paul H. Davis in the Photoplay Maga- 
zine has the following to say in regard 
to overproduction : 
“During the last year there has been 
a very decided overproduction of films. 
This has been due in part to the open 
market, which appeared to let down 
the bars to the little fellows both good 
and bad, and part to the change from 
regular program films to features. A 
lot of the films that have gone to make 
up an overproduction have been trash, 
but nevertheless they have_ increased 
the supply of stuff for sale and have 
diminished the profits in the business. 
“During the past two years there 
has been an overstimulation of the 
public taste. People have had so many 
thrills, pyt across in so many different 
ways, by so many different headliners, 
that their taste has become jaded, mak- 
ing it difficult for a film made by any- 
one at any price to get over. Most im- 
portant of all has been the manage- 
ment of the companies. The motion 
picture business being a hazardous 
proposition, dependent upon the public 
taste, does not lend itself to such sys- 
tematizing as do most other lines of 
business. It has been impossible. for 
the heads of the concerns to lay out 
any definite policy and stick to it. In 
many instances this has led companies 
into loose ways of doing business. The 
time is at hand when a producer can 
scarcely make a profit.” 


Future Outlook 


It is not well, however, to be too pessi- 
mistic on the movies. When an evil is 
known it is half cured. No industry 
that has as much life and vitality, as this 
comparatively new arrival, can remain 
consistently in the dumps. The only 
question is when will the tide turn. 
President Zukor, of the Famous Play- 
ers, although entirely appreciating the 





difficulties that now beset the industry, 
is optimistic as to its future. He was 
recently quoted as follows: 

“Talking for the Famous Players’ 
Film Company, I need not tell you 
that ever since its organization, more 
than four years ago, we have accepted 
every opportunity presented, and have 
constantly sought new means to pro- 
duce greater and better photo plays. 

“History repeats itself even in the 
film business. The same unfavorable 
conditions that existed in the industry 
four years ago have returned in a 
larger degree today. Then the easy 
success that had been won by film pro- 
ducers had led them to lower their 
standards and produce such inferior 
subjects that the public was already 
becoming tired of the consistently 
poor merit of the average moving 
picture program and was deserting 
the photo-play theatres in alarming 
numbers. The Famous Players’ Film 
Company was organized at that time 
in recognition of this situation and 
with the determined purpose to raise 
the falling standards of screen pro- 
duction. Similar disadvantages have 
again arisen. Due to destructive com- 
petition and new detriments, photo- 
play merit seems again certain to be 
lowered.” 

No Time to Invest 


The ‘stocks of the larger companies 
that are available to the public, World’s 
Film and Triangle, are selling at a price 
that would appear to have largely dis- 
counted the unfavorable conditions of 
the industry. Even at these low figures 
they, however, should be regarded as 
rather risky purchases as there is no 
definite information as to just what their 
earning power is at the present time. 
It is very pessible that the opportunity 
will be presented shortly to make an in- 
vestment in the stock of moving picture 
corporations which will offer fair pros- 
pects of enhancement in value. Until a 
definite turn for the better has taken 
place, however, the best idea is to hold 
off. Many smaller companies and new 
promotions under present conditions are 
in a had way and their stocks should be 


left severely alone. 


























Bond Inquiries 





Puget Sound 6’s 


A. C, L., Hagaman, N. Y.—Puget Sound 
Traction, Light & Power Co.’s five-year 6% 
bonds, due February 1, 1919, can be regarded 
as an excellent investment, although they are 
not the highest grade of public utility bonds. 
The company earns its interest charges, with 
a very substantial margin to spare, as is shown 
by the earnings for the past four years, which 
follow : 


Surplus, 

After 
Gross Charges. 
a ee $7,559,583 $624,835 
SEP crea Live Sguecatedee 8,450,974 1,325,110 
Reg SS aes Ta 8,613,600 1,542,205 
| IRR 8,313,848 1,565,299 


It will be noted that earnings have been 
showing a rather downward tendency since 
1913. It is believed that this has been checked, 
however. In April, 1916, both gross and net 
was slightly above that of 1915. 


Western Pacific Bonds 


J. N., Philadelphia, Pa—The guarantee of 
the bonds of the Western Pacific Railroad by 
Denver & Rio Grande is now the basis of 
several suits. How the matter will finally 
be decided is still uncertain. We think it 
highly unlikely, however, that the guarantee 
will be made good in full, although something 
will be realized from it. We do not believe 
it probable that you will be able to make up 
all of your loss on the investment in_ these 
bonds, although very possibly you will get 
back a considerable part. 


Rock Island Deb. 5’s 


R. M. Newport, k. I—Chicago, Rock Island 
& Pacific Debenture 5’s are to be exchanged 
under the reorganization plan for a 6% pre- 
ferred stock which will be ‘cumulative up to 
5%. This road is showing remarkably good 
earnings and we believe that the bonds have 
fair possibilities of working up somewhat in 
price from present levels of 62. 








Convertibles 


E. S. O., Fort Totten, N. Y.—We regard 
Philadelphia Co. convertible 5’s, and Ches- 
apeake & Ohio convertible 5’s as attractive 
investments for a business man. Pierce 
Oil convertible 6’s are more speculative 
although they appear to have possibilities 
of advancing in price. They should be 
regarded as a semi-speculative investment 
and not too large a proportion of your 
funds should be placed in same. Two con- 
vertible issues which we particularly favor 
are Southern Pacific convertible 5’s, con- 
vertible into stock at par, and New York 
Central convertible 6’s, convertible into 
stock at 105. Earnings of both of these 


roads are showing increases. 
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Railroad Bonds 


C. W. E., Greenwich, Conn.—Seaboard Air 
Line Ist cons. 6s, due 1945, while not the high- 
est grade railroad bond, looks like a good 
long pull investment. The future possibilities 
of this road appear to be bright, as the terri- 
tory through which it operates is one that 
during the past several years has shown con- 
stant growth in population and industrial ac- 
tivity. We believe these bonds have excellent 
possibilities of working higher in price in the 
next few years. 

Southern Pacific, San Francisco Terminal 
Ist 4s, due 1959, selling around 84%, give a 
yield of around 5%. Of course, in figuring 
the yield on this bond the fact must be taken 
into consideration that they will be retired 
at par in 1959. This is a thoroughly seasoned 
bond and, while an excellent investment, will 
probably not advance much from present lev- 
els. Of course, it will gradually work up 
towards par as the date of maturity is reached, 
but this is already figured on in getting the 
yield. Long term, high grade bonds, espe- 
cially railroad bonds, have a big investment 
demand. The fact that a bond is long term 
increases its investment value rather than 
otherwise. If you wish to purchase a security 
which has possibilities of increasing in value, 
it is best to take one that is not thoroughly 
seasoned, because as it becomes more sea- 


soned it will work higher in price. Two we 
might suggest are 
Midvale Steel 5s selling around...... 97 
Chesapeake & Ohio conv. 5s selling 


around 
Two preferred stocks which can be regarded 
as reasonably secure and with possibilities of 
appreciating in value, are 
American Locomotive pfd......... 
Baldwin Locomotive pfd........... 107 


Bush Terminal 5’s 

H. J. A., New Orleans, La—Bush Terminal 
Buildings Co. Ist Mortgage 5s (87) can be re- 
garded as an attractive investment. The re- 
turn on the money is large and principal and 
interest are reasonably secure. These bonds 
are guaranteed principal and interest by The 
Bush Terminal Co. For the past several years 
this company has earned double all its fixed 
charges. The Bush Terminal Buildings Co. 
itself has an earning power sufficient to cover 
the bonds with a very fair margin to spare. 


M. K. & T. 2nd.4’s 

P. S. F., Rochester, N. Y.—Missouri, Kan- 
sas & Texas Second Mortgage 4s are 44% 
bid, 47 asked. These bonds are a second lien 
on 1,114.16 miles and a second lien on the’ 
securities covered by the first mortgage bonds. 
These bonds can be regarded as in a fairly 
strong position and they will be well treated 
in the reorganization of the company. No re- 
organization plan has been announced as yet. 
Our suggestion would be to keep these bonds. 
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PUBLIC UTILITIES 








Commonwealth Power, Railway & Light 
One of the Largest “Utility” Holding Companies — Its 


Field and Extent of Operations — Position of Securities 
and Market Prospects. 





By JAMES 


SPEED 





N the July 22 issue of THE MaGazinE 
or WALL Street I analyzed the con- 
sumers’ Power Co., whose com- 

mon stock is owned m toto by the 
Commonwealth Power Railway & 
Light Co. This article is devoted to 
the consideration of the latter cor- 
poration and will undertake to trace 
the growth of that concern, its present 
status and earnings, and the prospects 
for the company and its securities. 


Commonwealth but Six Years Old 


Commonwealth Power Railway & 


panies which Commonwealth controls 
indirectly through its various subsidi- 
aries. This table shows, also, that be- 
sides being one of the largest public 
utility holding companies in this coun- 
try, the Commonwealth Power, Rail- 
way & Light, as the name indicates, 
enjoys a diversity of operations. The 
ideal “utility” is one that is not de- 
pendent upon one but upon many fields 
of activity. 

The subsidiary companies opetate 
properties situated in Michigan, Ohio, 
Indiana, Illinois, Wisconsin and Ken- 








TABLE 1 


Commonwealth Power, Railway & Light Co. and the Corporations it Controls Directly and 
Indirectly. 


Companies Directly Controlled 
Stock 


Stock 
Issued 
Consumers’ Power of Me. (com.)......... $10,500,000 
7,675,000 
487,900 
836,800 
000,000 
000 


- Company 


Consumers’ Power of Me. (pfd.)......... 
Grand Rapids, Holland & Chic. RR. (com.) 
Grand Rapids, Holland & Chic. RR. (pfd.) 
Grand Rapids Railway (com.)........... 
Grand Rapids Railway (pfd.)............ 
Michigan Light (com.).................. 


Michigan ay 
Saginaw Ba 
Springfield 
eld Ligh Heat & Power (pfd. ). 
nion Railway Gas & Elec. (com) 
Union Railway Gas & Elec. (pfd.)....... 


2,000, 
3,153,000 
Michigan Light (pfd.)................... a 


6, 
5,250,000 


Owned 
by Com. 
&L. 
$10,500,000 


Companies Indirectly 
Controlled 
Michigan United Railways 
De -Sycamore Traction 
De Kalb-Sycamore Electric 
Evansville Light 
Public Utilities 
Evansville Public Service 
Janesville Traction 
Peoria Light 
Central Illinois Light 
Rockford & Interurban Ry. 
Rockford City Traction 
000 Springfield (Ill.) Re, & Light 
\ ai pm Springfield Con. R: 
e Comth. Springfield (TIl.) Gas & Elec. 








Light Co. was incorporated in 1910 un- 
der the laws of Maine and is strictly 
a holding company of the type becom- 
ing more and more common with the 
growth and development of the vast 
public utility field. The extent of its 
operations is indicated by Table 1 
which shows the companies controlled 
by stock ownership and those com- 


tucky and serve a population in excess 
of 1,000,000 persons. The territory is 
a busy one and the industries varied, 
including farming, the manufacture of 
automobiles and parts, agricultural 
machinery, food products, furniture, 
paper, typewriters, etc., etc. 
Capitalization 


The company has an authorized is- 
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sue of $35,000,000 6 per cent., cumula- 
tive preferred stock, par $100, redeem- 


vious high record of 8.28 per cent. for 
the 1914 fiscal year. The accompanying 








TABLE 2 


Commonwealth Power, Railway & Light Co. 5-Year Analysis of Operations and Earnings. 
Years Ended December 31. 


Other 
Inc. 


$647,032 
561,571 
352,018 
104,491 
66,764 


Inc. from Stocks 
of Subsidiaries 
$2,434,825 
2,501,370 
2,583,019 
1,197,970 
1,073,096 


-—Preferred Stock— 


%o % 
Gained Paid 


Divs. 

Paid 
$960,000 
960,000 
760,000 
360,000 
360,124 


Net 
Inc. 


$2,295,588 
2,243,734 
1,913,426 
1,169,050 
1,082,431 
* Estimated. 


Times 
Earned 


Bond 
Int. 


$613,478 


Operating 
Expenses 


$172,791 


Total 
Inc. 


$3,081,857 
3,062,941 
2,435,037 
1,302,461 
1,139,860 





Divs. % 
Paid Earn 


*$695,000 742 4 
8.28 4 
7.44 3 
6.74 .. 
6.02 


Paid Surplus 


$640,588 
663,734 
688,426 
809,050 
722,307 


14.35 
14.02 
11.96 
19.48 
18.04 








able at the company’s option at 105 
and accrued dividends, $17,345,000 out, 
and $25,000,000 common, par $100, of 
which $18,403,500 is outstanding. 
There are $8,655,000 6 per cent. con- 
vertible bonds outstanding, due May 1, 
than that rate for the current year, 
these bonds became convertible into 
preferred stock at par with a 30 per 
cent. bonus of common stock. 
Earnings 

Table 2: gives an analysis of opera- 
tions and earnings for the last five fis- 
cal years and Table 3 gives the earn- 
ings for the current year to July 1, 
with the percentages of increase. The 
large percentages of increase shown 


tabulation summarizes the company’s 
earning power over a five year period: 

Regular quarterly dividends at the 
rate of 1% per cent. have been paid 
on the preferred stock since the or- 
ganization of the company early in 
1910, and dividends at the rate of 1 per 
cent. quarterly have been paid since 
May 1, 1913, on the common stack. 
The dividends on the preferred and 
common stock are both paid on the 
first days of February, May, August 
and November. 


Position of Securities 
The fact that bond interest has been 


earned more than twice over the last 
three reported fiscal years and better 








Commonwealth Power, Ry. & Light’s Earning "Power 


Aggregate net profits available for dividends 


Percentage earned on $11,333,333, the average preferred stock outstanding 76.80% 
Percentage earned on $14,600,000, the average common stock outstand- 


ing, after preferred dividends 


Annual 
Average 


$1,740,846 
15.36% 


7.21% 


Five Years 
1911-15 


$8,704,229 


36.33% 








in Table 3 indicate how the subsidiaries 
are prospering from the present large 
industrial activity. The percentage of 
8.57 earned on the common for the 
twelve months ending June 30 is a bet- 
ter showing than the company has 
ever made before, exceeding the pre- 


than. that rate for the current year, 
puts the bonds into the class of desir- 
able investments. As shown in the 
tabulation summarizing operations for 


‘the last five years, the annual average 


available for the preferred is 15.36 per 
cent. against requirements of-but 6 
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per cent. This margin would seem to 
be ample to insure the present 6 per 
cent. rate against even the most se- 
vere business depression. At the pres- 
ent bid price of Bs the preferred yields 
more than 7 per cent. which makes it 





working capital which of course miti- 
gates against a higher common divi- 


dend rate for the near future. There 
are two classes of investors, those who 
demand a high degree of safety and 
are willing to accept a smaller yield 











TABLE 3 


Commonwealth Power Railway & Light Company and Its Constituent Companies for Month, 6 
Months and 12 Months Ending June 30, 1916 








Per cent. 
Month Increase 
Gross Earnings ........-. $1,322,295.47 18.95 
Operating Expenses .... 663,694.11 19.55 
Net Earnings .......... 658,601.36 15.78 
Fixed Charges (see note) 498,620.58 17.42 
SE ONE: Sv cccesteoes 159,980.78 21.32 
Dividend Pref. Stock... . 86,725.00 8.41 
Balance: Available for 
replacements and divi- 
dends on-Com. Stock. . 73,255.78 


41.24 
Per Cent. on Com. Stock ade 


Per cent. Per cent. 

6 Months Increase 12 Months Increase 
$8,087,832.97 18.31 $15,841,539.06 12.86 
3,861,670.31 18.38 7,564,240.54 12.11 
4,226,162.66 18.24 8,277,298.52 13.55 
2,955,525.78 15.61 5,729,050.58 12.04 
1,270,636.88 24.82 2,548,247.94 17.12 
491,075.00 2.31 971,075.00 1.15 
779,561.88 44.91 1,577,172.94 29.74 
ae wee 8.570 eos 


NOTE:—Fixed charges include dividends on outstanding preferred stocks of constituent 


companies in addition to taxes and interest. 








appear that the market price has not 
over-discounted the earnings margin. 
The common is selling around 65 
and*at that price yields 6.15 per cent. 
The margin of safety for the common 
dividend would appear to warrant 
higher prices. The reason that the 
common does not sell higher is prob- 
ably due to the fact that the corpora- 
tion is still young and in the evolution- 
ary stages. As it continues to develop 
it will continue to need additional 


with smaller chances of increase in 
values. To this class the bonds or 
preferred stock of this company would 
be most likely to appeal. The second 
class, those who are willing to con- 
cede something of the security of re- 
turn for prospects of an ultimate con- 
siderable increase in market quota- 
tions, would be more likely to invest 
in the common stock which combines 
an attractive yield with prospects of 
market profits. 








In Defense of 


White Collars 


The bankers, as a class, are good, level-headed business men, who 


know just how each farmer is succeeding. They can often advise 
wisely against foolish investments or supposed improvements, or 


suggest ways of making the farm pay better returns. 


Most 


country bankers are well read along agricultural lines and it is folly 
to think that because they wear white collars and sit in an office they 


known nothing of value to the farmer.—Successful Farming. 




















_ Notes on Public Utilities 





American Gas & Electric.—W ork is pro- 
gressing rapidly on the new 90,000 kilowatt 
steam generating station at Windsor, W. 
Va. Up to the present 1,148 tons of struc- 
tural steel for the new plant have been 
shipped. 

American ‘Telephone & Telegraph.—For 
5 mos. ended May 31 this system as a whole 
showed a surplus after dividends of $9,085,- 
145 against $5,631,406 in 1914. This is an 
increase of $3,453, 739, or better than 60%. 
If this rate of growth holds during the bal- 
ance of the year the surplus after dividends 
on Dec. 31 will be considerably above $21,- 
000,000, as against $15,189,049 in 1915 and 
$10,002, 452 in 1914. This possible $21,000,000 
surplus is equal to over 5%4% on the par- 
ent company’s stock. 

Arkansas Light & Power Co.—Gross in- 
come for June, 1916, was $27,403.57, as 
against $25, 401.04 for June, 1915, or 8% in- 
crease. Gross income for year ended June 
30, 1916, was $305,352.53, as against $291,- 
850.25 for previous year, or 4 6/10% in- 
crease. Operating expense decreased 10% 
for same period. Net income after bond 
interest was $84,343.22, or 64% increase over 
year ended June 30, 1915. Cash surplus of 
$45,143.22 for the year was an increase of 
270% over same period for 1915, with an 
operating ratio of 55%. 

Brooklyn Rapid Transit.—Earned approxi- 


mately 744% on the stock for the year ended 
June 30, compared with 7.39% a year ago. 
Earnings in July are reported excellent. 
Chicago Telephone.— Operating income 
for May decreased 4% from May, 1915, and 


for the 5 mos. ended May, 1916, the in- 
crease was 8% over corresponding period 
of 1915. The number of stations was 525,- 
758 for May, 1916, an increase of 10% over 
May of preceding year. Depreciation and 
other maintenance amounted to $558,792 
for May, 1916, an increase of 11% over 
May, 1915; the increase in this item for 
the 5 mos. was 8% compared with the cor- 
responding period of 1915. 

Cities Service.—Declared regular monthly 
dividend of % of 1% on the preferred and 
common stocks, and also a dividend of 2% 
in common stock on the common stock, all 
payable Sept. 1 to stock of record Aug. 15. 
For the 12 mos. ended June 30 earnings 
for the common stock were 24.12%, against 
11.58% for the preceding 12 mos. 

Columbus Railway Light & Power Co.— 
Declared regular —— dividends of 
4% on its series preferred stock, and 

4% on its common stock, both payable 
pol 1 to stock of record July 15. 

Interborough Rapid Transit—Has 
awarded contract to Pullman Co. for 311 
steel passenger car bodies. These bodies 
will equip 231 motor cars and 80 trailers 
which the Interborough has ordered built 
for use on the new subway lines when com- 
pleted. The cars with motors complete 
will cost $14,000 and the trailers $10,000. 


New York Railways—During 11 mos. 
ended May 31 earned surplus over charges 
equal to 4.25% on the $30,626,977 outstand- 
ing 5% adjustment mortgage income 
bonds. 

New York Telephone.—Operating income 
for May increased 20% over May, 1915, and 
for 5 mos. 20% over 1915. Number of sta- 
tions was 1,174,402 for May, 1916, an in- 
crease of 10% over preceding year. De- 
preciation and other maintenance amounted 
to $1,325,118 for May, 1916, an increase of 
4% over May, 1915; increase for 5 mos. 
was 4%. 

Northern States Power.—For the first half 
of 1916 net earnings were $1,621,415, com- 
pared with $1,358,621 for the 6 mos. ended 
June 30, 1915. This company has declared 
an initial quarterly dividend of 14% on the 
$5,975,000 common stock, payable July 20, 
thus requiring annual disbursements on the 
common of $350,000. 

Ohio Cities Gas.—Declared regular quar- 
terly dividend of 2%% and an extra stock 
dividend of 5% on’ the common stock. This 
is an increase from an 8% to a 10% annual 
basis. Net earnings reported running $100,- 
000 a month more than a year ago. 

Pacific Gas & Electric—California Rail- 
road Commission has issued an order direct- 
ing that the co. set aside $7,000,000 within 
the next 7 years for the purpose of con- 
serving its assets and protecting its bond 
and stockholders. Permission sought of 
Commission to purchase Oro Electric Cor- 
poration for $1,491,153. 

Philadelphia Co.—Reports for quarter 
ended June 30 net earnings of $3,269,120, an 
increase of $567,524 over same period of 1915. 

Philadelphia Rapid Transit—Report for 
year ended June 30 will show gross of about 
$25,900,000, and surplus after charges of 
around $1,700,000. This would mean about 
5.5% on the $30,000,000 stock. 

Third Avenue—Surplus for the year 
ended June 30 was $994,241, which compares 
with $694,042 for 1915. Earnings on the 
stock were $5.99 a share as against $4.18 
in 1915. 

United Light & Railways.—Surplus after 
charges for the year ended June 30 was 
$1,270,100, compared with $1, 031,057 in 1915. 
For year ended June 30 net income appli- 
cable to dividends on the common stock was 
$550,000, an increase of 43% over the pre- 
ceding year. 

Virginia Railway & Power Co.—Surplus 
after charges for 12 mos. ended June 30 was 
$1,222,922, compared with $985,049 in 1915 

Western Union Telegraph.—Reports for 
6 mos. ended June 30, 1916, total revenues 
of $29,125,269, and net income, after deduc- 
tion of bond interest, of $6,180,752, which 
is equal to $6.25 a share earned during this 
period. Compared with the corresponding 
period of 1915, net earnings show an in- 
crease of 50%. Increase is largely due to 
so-called war business. 
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Public Utility Inquiries 





Peoples Gas 

W. S., Chicago, Ill—Peoples Gas Light & 
Coke (102) is a decided speculation. The 
company’s litigation with the city of Chicago 
and its continued trouble with the Illinois Pub- 
lic Utilities Commission are unfavorable fac- 
tors. Should the company win out on several 
points, now under contention, the stock has 
good prospects of going back to near the 
price you paid for it. Unfavorable results, 
on the other hand, might cause it to decline 
to still lower levels. r candid suggestion 
would be to sell out. 


Interstate Electric Corp. 

W. H. A., Pawtucket, R. I—Interstate Elec- 
tric Corp. 7% Cumulative Preferred stock 
can be regarded as an attractive semi-specula- 
tive investment. The company at the present 
time is earning this dividend, with a very sub- 
stantial margin to spare. Three new proper- 
ties, recently acquired, will increase the earn- 
ings to a considerable degree. The stock is 
being offered privately at $95, and there is 
not as yet a public market for it. Within a 


short time, however, we are informed, a good 
public market will be made for this stock. 


Western Union 


C. F. E., Norwood, N. Y.—Western 
Union’s earnings have shown large in- 
creases, which is due to a considerable de- 
gree to the increased revenue from its cable 
properties. Once the war is over earnings 
from this source should not be so large. 
We believe that at around present prices 
of about 94% the stock has pretty well 
discounted the improved condition of the 
company, and our ~ would be for 
you to take your profit at once. 


Interborough Consol. 

M. G. M., Philippines.—Interborough 
Consolidated is building the new subways 
and will operate them under agreement 
with the City. This agreement provides 
that the City will get a share of the profits 
of all the subways after certain deductions 
have been made for amortization, etc. The 
whole matter is rather complicated, and it 
is rather difficult to figure out just what the 
results will be for the Interborough. It is 
generally thought, however, that earnings 
the first few years will hardly be sufficient 
to net the Interborough enough to pay its 
preferred dividend. It is impossible for us 
to give you all the details of this agreement 
by letter because of the complications. We 
do not particularly favor the Interborough 
securities as a speculation. The common 
stock has had a very fair reaction, however, 
and may be due for a recovery. Moreover, 
it is a speculative favorite, and may at any 
time be marked up for stock market pur- 
poses, 


Electric (18). 


United Rys. Investment 

O. B., Kingston, N. Y.—We do not see 
much of a future for United Railways In- 
vestment common stock. There is $16,000,- 
000 5% cumulative preferred ahead of it, on 
which there are 46%4% back dividends due. 
While we hesitate to advise you to take a 
large loss, still we believe it might be to 
your best interests to sell out at present 
prices and put the money into some stock 
that has better prospects. 


Col. Gas & Elec. 
K. W. P., Meadville, Pa—Columbia Gas & 
é It is our opinion that the stock 
market is in a Pe of distribution and the 
trend downward. We are not advising, under 
these circumstances, the purchase of any spec- 
ulative stocks. Under more favorable market 
conditions, we would regard this stock as 
having very fair speculative possibilities. We 
are inclined to the opinion that the boom in oil 
has about seen the top, and that it is best to be 
on the safe side and get out of the oil stocks. 


Detroit United 
S. A. H., Cincinnati, Ohio.—Detroit United 
(118) pays 7%. The company’s earnings are 
showing a healthy increasing tendency but we 
believe the stock to be selling high enough for 
the time being, especially as general market 
conditions are not favorable for an advance. 


Four “Utilities” 

T. L, Milwaukee, Wis.—United Light & 
Railway, Preferred (75 bid, 77 asked), can 
be regarded as an attractive semi-speculative 
investment. The company is earning its pre- 
ferred dividend about twice over. 

Standard Gas & Electric, Preferred (39% 
bid, 41 asked), par value $50, is rather more 
speculative, but as a speculation it has fairly 
attractive possibilities. 

Cities Service, Preferred (8834 bid, 8914 
asked), pays 6%. We regard this as an ex- 
cellent investment issue. 

_American Gas & Electric, Preferred (50 
bid, 51 asked), par value $50, pays 6%, and 
is a very good investment stock. 


Public Light & Power 

A. P. W., Portland, Ore.—Public Light and 
Power Co. was incorporated in 1915 in Mas- 
sachusetts, as a consolidation of the Tennessee 
Valley Light & Power Co., and the Duck 
River Power Co., also the Dayton Light & 
Power Co., and the Stone Power Co. Sup- 
plies, without competition, light and power to 
towns with a population of about 60,000. The 
company has liberal franchises operating in 
all the territory under perpetual life. In 
larger towns, exclusive ones from twenty to 
thirty years. No statement of earnings is 
available. The stock can be regarded as hav- 
ing good speculative possibilities. 
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Is the Oil Boom Over? 


Oil Price Reductions Indicate Over-Production — Further 


Declines Will Mean Low Prices for Oil Securities. 


By RALPH 0. LEE 








ILL history repeat itself in the oil 
industry? Do the reductions 
since February, 1915, in Okla- 

homa and Pennsylvania crude prices an- 
nounced last week, mark the beginning 
of the end to the present period of rec- 
ord-breaking prices and unparalleled 
prosperity? Will precedent hold and a 
sharp reaction take place, or has the ad- 
vance in both crude oil and oil stock 
prices been arrested only temporarily? 

A small army of investors is trying to 
solve these questions. The promoter has 
flourished tremendously during the past 
half year and the public has bought more 
eagerly than ever before of petroleum 
stocks. During the first six months of 
1916, the capital represented by new oil 
company flotations amounted to no less 
than $300,000,000. There are at least 
forty “independent” oil stocks dealt in 
on the New York curb market at the 
present time, none of which was known 
to the market eight months ago. 


Inflation 


All the familiar phenomena have ac- 
companied the 1915-16 boom in oil. In 
order they are sensational rises in crude 
prices, record-breaking advances in the 
market quotations for the Standard Oil 
securities, enormous expansion of the re- 
fining business with the enlargement of 
existing facilities and the building of 
new plants, the launching of numerous 
new companies, many of which are pro- 
motion enterprises pure and _ simple. 
stimulation of drilling operations as a 
result of all these factors, and in turn 
a rapid increase in the production. 

The record of former collapses in the 
market for crude oil under similar condi- 
tions suggest the imminence of sharp 
breaks in both crude and oil stock prices 
on the present occasion. The accom- 
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panying chart is worth studying in this 
connection. 

Temporary Overproduction Danger 

The exponents of higher prices are 
strenuously advancing the argument that 
enormous demand for petroleum will 
continue to dominate the price. In the 
long run, yes. The writer does not at- 
tempt to controvert the opinion of the 
highest oil authorities to the effect that 
the demand will eventually absorb any 
surplus oil produced. But in the petro- 
leum business, surplus _ production 
though it may be temporary, is a menace ~ 
to the market which cannot be easily 
overcome. To quote the authoritative 
Oil City Derrick: “But when the con- 
sumer is supplied then the surplus cre- 
ates a danger, the effect is the same as 
when a flood fills a dam, there must be 
an overflow or something gives way.” 


Increase in Drilling 


In fact, the nub of the whole situation 
is temporary overproduction. The fig- 
ures on drilling operations -clearly dis- 
close the reason for this and suggest the 
possibilities. The high record of prices 
prevailing this year has been an enor- 
mous stimulus to the search for oil. For 
the first six months of the year there 
was an increase of nearly 7,000 wells 
completed, or an average gain of over 
1,000 wells a month over the correspond- 
ing period of 1915. The number of wells 
completed, initial production, dry holes 
and gas wells completed in the first six 
months of each of the last four years is 
shown in the following table: 
In. Prod. 

10,552 387,248 
13,921 619,769 
5.396 942,356 1,087 
12,374 864,503 2,132 
Possibility of Big Pools 
In the State of Oklahoma alone the 


Comp. Dry. 
1,685 
2,504 
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increase in wells completed in the first 
half of the year was 2,800, while Kansas 
registered a gain of 1,600. It should be 
noted that the present overproduction in 
those States has not been the result of 
the discovery of a phenomenal gusher 
pool as was the case with Cushing in 
1914 and 1915. Nobody knows, however, 
when a vast new source of supply may 
be uncovered and the gushers from it 
flood the market with oil. This had al- 
ways been the possibility which renders 
the oil business so speculative. 

A great many oil men believe that 
such a pool exists in the Eldorado and 


Kay county, Oklahoma, and the Sham- 
rock extension of the Cushing poo! 
in Creek County, Oklahoma, that at 
the end of the half year period the pro- 
duction and consumption of crude oil 
east of the Rocky Mountains are essen- 
tially in balance, and a tendency toward 
weaker prices for Mid-Continent grades 
is apparent. Thus far this tendency has 
affected high grade crude oil only to the 
extent of lowering the premium on cer- 
tain types that are in greatest demand, 
but its influence on market quotations is 
inevitable if production continues at 
steady increase, or if the remarkable 


PRICE FLUCTUATION OF EIGHT OIL STOCKS 
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Ohio Oil Sold ex Illinois Pipe Dividend of 13314% in December, 1914. Prairie Oil & Gas 
Sold ex Prairie Pipe Line Stock Dividend of 150% in February, 1915. Standard Oil of 


California Sold ex 50% 


Augusta fields of Kansas. The United 
States Geological Survey in a recent re- 
port reviewing the oil production of the 
first six months of the year, laid partic- 
ular stress on the effect of high prices in 
stimulating drilling operations and called 
attention to the possibility of the discov- 
ery of a new pool as a result. This re- 
port concluded by saying: 

“So marked was this success (drilling) 
in the Augusta and Eldorado pools in 
southern Kansas, the Blackwell pool in 


Stock Dividend in February, 1915. 


wild cat campaign now under way in the 
southwest results in the discovery of 
even one considerable pool of high grade 
oil.” 


No Accurate Statistics 


There is no entirely accurate basis on 
which to estimate the production of 
crude oil in the Mid-Continent field. This 
is undoubtedly a very bad condition to 


be allowed to exist. The United States 
government has thorough and painstak- 
ing methods for collection of statistics 
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on the various crops and on manufactur- 
ing industries, etc., but for one of the 
most important products of the entire 
country, oil, it has no adequate system 
for gathering data. 


Present Situation 


As it is, however, it is estimated, that 
the Mid-Continent field has now a much 
larger production than it did in the early 
part of 1915, when the famous Cushing 
pool was flowing at its maximum of 
nearly 300,000 barrels a day. The facili- 


sold for a time at 30 cents a barrel, but 
the huge purchases of the Prairie Com- 
pany was all that kept the market from 
dropping even lower. 


The Outlook 


One of two things is certain if there 
continues to be a surplus production of 
oil in the Mid-Continent field. It must 
either be cared for or wasted. 

However, it is not believed by the best 
oil authorities that prices will have any 
such drastic decline as occurred in 1914- 


FLUCTUATIONS IN PRINCIPAL GRADES OF CRUDE OIL 


1912 1913 


GraphicI 


1914 i9is igie 


Since the Above Chart Was Plotted There Have Been Reductions of 10c. a Barrel in Prices of 
Pennsylvania, North Lima and Illinois, and 20c. a Barrel in Oklahoma Crude Oil. 


ties of the pipe lines are entirely inade- 


quate to care for this oil. In addition 
there is not,-as there was in 1915, the 
incentive for building tankage to store 
the surplus crude because of its present 
high price, the high cost of tankage con- 
struction and the difficulty of getting 
steel deliveries. Had not the Prairie Oil 
& Gas Co., and other companies erected 
huge tankage facilities in Oklahoma to 
take care of the heavy flow of oil from 
the Cushing field in 1914-1915 there is 
no telling what would have happened to 
the market. As it was this oil actually 


15. The market that year was excep- 
tional, not only in having the phenomenal 
production of the Cushing pool to con- 
tend with, but also the war, which al- 
most completely shut off the consuming 
channels for a time. A decline to one 
dollar a barrel in Oklahoma oil on the 
other hand would not be considered an 
unreasonable fall if prices start on the 
toboggan. The other high grade oils 
would of course weaken and the declines 
would mean a heavy depreciation in the 
prices of oil securities, for millions in the 
aggregate would be lopped off earnings. 




















Oil Notes 





lo-American Oil—Reported surplus 
Dee. 31, 1915, of agqons io tat 
as compared with about $8,748, in 1914. 
Total assets increased from $21,934,500 to 
$27,023,000. - 

Cosden Oil & Gas.—Stockholders ratified 
an increase in capital stock from $5,000,000 
to $9,000,000, and issue of $6,000,000 three- 
year convertible notes. 

-American Petroleum Co.—Which 
is a German branch of the Standard Oil Co.. 
has paid a 20% dividend this year, as against 
22%4% for 1914-1915. This co. has drawn 
upon its Galician and Roumanian wells for 
oil formerly imported from the United 
States. 

Houston Oil.—Declared 8 semi-an- 
nual dividend of 3% on preferred stock, ‘efi 
able Aug. 1 to holders of record July 21. 

Mexican Petroleum.—Reported for year 
ended Dec. 31, 1915, net profits of $2,888,101, 
an increase of $125,046, equal to 4.93% 
earned on the $39,110,500 common stock 
after allowing for preferred dividends, as 
compared with 4.79% earned on $37,639,000 
common stock in 1914. Estimated earnings 
on new contracts made this year for sale 
of oil are close to 20% on the common. 

Midwest Oil.—Declared a dividend of 2% 
on its preferred stock in partial payment of 
accumulated dividends. This will be dis- 
tributed Aug. 20 to holders of record Aug. 1. 

Muskogee R g—A consolidation of 
this co. with Oklahoma Producing & Re- 
fining Co., through an exchange of two 
shares of the former for one of the ‘latter, 
has been recommended by Muskogee di- 
rectors. Holders of approximately 300,000 
shares of Muskogee stock have signified 
intention of selling stock on the basis pro- 
posed. Holders of the remaining 200,000 
shares have until Aug. 7 to accept offer of 
exchange. 

National Refining Co.—Declared regular 
quarterly dividend of 14% on common 
stock, also an extra dividend of 14%, pay- 
able Aug. 15 to stock of record Aug. 1. 

Ohio Fuel Supply Co.— Stockholders 
authorized increase in stock from $15,000,- 


000 to $20,000,000. An allotment of 60% 
of new stock will be set aside, to which 
stockholders of record Sept. 30 can sub-. 


scribe at par, $25. This company has ap- 
plied to the Ohio public utilities commission 
to sell $7,338,150 stock at par. Proceeds to 
be used to retire outstanding funded in- 
debtedness and purchase Central Gas Co., 
Miami Valley Gas & Fuel Co., and Central 
Centract & Deane Co. 

Ohio Oil Co—This company has pur- 
chased from the Hall Oil Co. 1,000,000 bar- 
rels of oil, to be delivered any time within 
a year. The total price paid was $500,000. 

enn Mex Fuel Co.—American employees 
were ordered by the officials of this com- 
pany to return to work in full Aug. 1. It is 
said that the company has a contract for 
1,000,000 bbls. of oil. 

Petroleum Iron Co.—At a special meet- 
ing stockholders ratified the action of di- 
rectors in proposing an increase in capital 
stock from $1,000,000 to $3,000,000. Money 
will be used for working capital and im- 
provements to increase output. 

Prairie Pipe Line—Pres. Fitzpatrick 
states: “We have been offered more oil 
than we can sell during the past few days, 
and until we can get a better market we 
will have to curtail the runs.” Runs have 
been restricted to 60% of production. 

Sapulpa Refining Co—Declared regular 
monthly dividend of 2%, an increase of % 
of 1%. Dividend is payable Aug. 1 to stock 
of record July 20. 

Standard Oil of New Jersey.—It is re- 
ported that this company, which has been 
in the Alberta oil field for two years, is now 
consolidating large interests under the name 
of Imperial Oil Co., the Canadian sub- 
sidiary. 

Standard Oil of Ohio.—On July 31 this 
company distributed a 100% stock dividend, 
increasing the stock from $3,500,000 to 
$7,000,000. Through its marketing stations, 
which now number about 350, compared 
with 100 at disso'ution of the New Jersey 
company, this company controls about 60% 
of the gasoline business of Ohio. 








Oil Inquiries 





Muskogee Refining 

H. P. W., New Britain, Conn.—Muskogee 
Refining Co. (3%) is me: at the present 
time at the rate of $1 per share per annum. 
Of course these earnings must be regarded 
as abnormal because'of the ‘unusually high 
prices prevailing for oil. Should the present 
high. prices be maintained for some time to 
come the stock undoubtedly has possibilities 
of going higher. In purchasing this stock, 


therefore, you speculate on what future oil 
prices will do. 
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Midwest-Refining 


S. N., Weiser, Idaho.—Midwest Refining 
(644) can be regarded as one of the most 
attractive of the independent oil stocks. We 
are rather inclined to the opinion, however, 
that the boom in oil has seen its top and it 
generally is not advisable to purchase stocks 
on the top of a boom. Moreover, we believe 
the stock market to be in a period of distri- 
bution and the trend downward although there 
are likely to be rallies from time to time. 
We counsel caution in commitments. 

















Oil Inquiries 





Illinois Pipe Line 


B. R. F., Kingston, La.—IIlinois Pipe Line 
Co. does not publish any income account. It 
recently made public its balance sheet as of 
December 31, 1915, which showed as follows: 
Assets : Property, $18,905,236; cash and ac- 
counts receivable, $4,461,301; material and 
supplies, $149,987; total, $23,516,542; liabili- 
ties: Capital stock, $20,000,000; accounts pay- 
able, $181,715; unmatured dividends, $3,000,- 
000; surplus, $334,827 ; total, $23,516,542. Il 
linois Pipe Line Co. recently declared a divi- 
dend of $12, payable June 25, to stockholders 
of record May 26. The previous dividend 
was $15 and was paid in January. 


Cosden & Co. 


F. J. B., Clarion, Pa—In connection with 
the Cosden & Company 50% dividend you 
must realize that when a company increases its 
outstanding stock, the stock becomes less val- 
uable. We believe the present price of Cos- 
den & Company of 24, has largely discounted 
the large earnings of the company. The boom 
in oil in our opinion, has about seen its top. 
We are not looking for a very extended up- 
ward movement in the oil stocks generally. 


Sapulpa Refining 


T. S., Middletown, N. Y.—Sapulpa Refin- 
ing has $1,000,000 outstanding stock, par value 
It formerly had outstanding bonds and 
preferred stock but these have been retired. 
It is estimated that for the year ended April 
30, 1916, this company earned 50% on its com- 
mon stock. Of course these earnings were 
especially large because of the high prices pre- 
vailing for oil. At present prices of around 
$11% this stock appears to be selling at a 
fairly conservative figure. 
We would suggest, however, that on any 
little advance you seize the opportunity to get 
out. 


Prairie Pipe Line 
C. R. H., Cleveland, O.—Prairie Pipe Line 
(218) and Illinois Pipe Line (163) can be re- 
garded as fairly attractive speculations. Earn- 
ings of both of these companies are showing 
considerable improvement this year over last 
and the immediate outlook is for continued 

good business for the pipe lines. 


Houston Oil 
B. Z., Baltimore, Md.—Houston Oil is not 
ina position to benefit as much as some of 
the other oil companies from the present 
prevailing high prices, because of the fact 
that its oil fields are not developed to a 
great extent. The troubles in Mexico are 
not affecting this company to any extent. 
We are of the opinion that this company 

has good future possibilities, 


Mexican Petroleum 


S. F., Cincinnati, Ohio.—Mexican Petroleum 
is decidedly speculative. That it has enor- 
mously valuable ore properties is unquestion- 
able, but these properties are in Mexico, and 
there is always the prospect that their output 
will be interfered with. We suggest that you 
put in a three point stop loss order on this 
stock. It is now selling somewhat above what 
you paid for it, $1084, and on any further 
advance suggest that you put in your stop loss 
order, so that you will at least be able to break 
even. 


Midwest Oil 


G. C. D., Three Oaks, Mich.—Midwest 
Oil Co.’s capitalization is as follows: author- 
ized and outstanding, $2,000,000 8% cumu- 
lative preferred, and $4,000,000 common, 
par $1. The preferred stock is entitled to 
cumulative dividends at the rate of 8% 
per annum, and to 20% of any remaining 
earnings applicable to dividends. The other 
80% goes to the common stock. The pre- 
ferred stock has no preference as to assets. 
There are $78,000 6% notes outstanding. 
For the year ended December 31, 1915, net 
earnings were $281,548, as against $449,553 
the previous year. The company is in good 
financial condition with only 8,635 cur- 
rent liabilities, as against nearly $200,000 
current assets. The book value of the 
common and preferred stock is about $1.07 
per share. Of course, this does not mean 
anything, as the company’s valuation of its 
property may be excessive. 

It is reported that earnings of Midwest 
Oil are running at the rate of 14% per 
annum on the common stock after allowing 
for 8% on the preferred 

Sinclair Oil 

G. W. F., Emlenton, Pa.—Sinclair Oil is re- 
porting excellent business. When it was first 
organized it was expected that within a year’s 
time the output would reach 20,000 barrels 
daily. This expectation has already been 
more than realized, as the company has al- 
ready attained an output of 27,000 barrels 
daily, and it seems practically sure that this 
big yield of oil can be maintained, as the 
new wells in the South Cushing field are more 
than meeting expectations. Earnings for 1916, 
therefore, will run considerably ahead of esti- 
mates first made. It appears now as though 
net earnings will be equal to slightly over $17 
per share on the 520,000 shares of stock. This 
is after allowing for fixed charges and a 
$3,048,000 sinking fund to retire the bonds. 


Pittsburgh Oil & Gas 


G. W. G., Lima, Ohio.—Pittsburgh Oil & 
Gas for the year ended March 31, 1916, 
earned $115,305. These earnings should be 
regarded as unusually good because of the 
high price prevailing for oil. 
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Ahmeek.—Estimated production for July 
will break all records. The seventh stamp 
head is regularly in commission now. Work 
on the eighth is progressing favorably and 
by Sept. this will be in operation. 

Gold.—An official of the company 
states that “Since the beginning of the op- 
eration of the big mill, the average cost of 
mining and milling the ore has been con- 
siderably under the 75c. per ton, which was 
the original estimate made by the engineers. 
Eminent engineers of the mining profession 
freely predicted that the costs could not be 
reduced to 75c. as estimated. For the past 
few months the costs have been 65c. and 
under. The mill is at present being oper- 
ated at a 6,000-ton average daily capacity, 
which was our original estimate, but its 
actual capacity is more than double that 
amount, or between 12,000 and 15,000 tons 
daily.” 

American Zinc.—For the 12 mos. ended 
June 30, profits are estimated at $7,500,000, 
an amount equal to almost $80 per share 
on the new preferred stock recently dis- 
tributed to stockholders in the form of a 
50% dividend. The company’s balance sheet 
as of April 29 showed net quick assets of 
$6,085,970, of which $1,949,151 was cash. 

Arizona Commercial.—Production is now 
running from 350,000 to 450,000 pounds of 
copper per month. On present production 
co. is earning at rate of about $2 per share 
per annum on the 260,000 shares outstand- 
ing. Co. has accumulated a working cap- 
ital of about $500,000. 

Braden Copper.—June output amounted 
to 2,258,000 Ibs. of copper. This compares 
with a production of 3,882,000 Ibs. in May. 
This sharp reduction was due to the shut- 
ting down of the concentrator made nec- 
essary by much needed repairs. 

Butte & Superior.—Produced 15,200,000 
Ibs. of zinc and 310,000 ounces of silver in 
June. The co. also obtained 540 tons of 
lead concentrates. Estimated earnings for 
6 mos. ended June 30 are approximately 
$6,000,000, or over $20 per share. Against 
this there was charged $50,000 per month 
for sinking the new shaft. The total cost 
of this work will be about $500,000. 

Calumet & Hecla—Output for June was 
7,200,000 Ibs. Estimated earnings for first 
half of 1916 are around $5,900,000 net, equal 
to about $50 a share on the co.’s 100,000 
shares. Including the equity in subsidiary 
companies, the net is increased to $6,600,000, 
or $66 per share. Against these earnings 
$30 per share has been paid in dividends. 

Champion Copper.—Declared dividend of 
$6.40 a share. revious payment of $6.40 
was made June 28, 1916. Dividend dis- 
bursements of the co. are equally distrib- 
uted between the os Range Co. and the 
St. Mary’s Mineral Land Co. as owners of 
50,000 shares each. 

h First National Copper.—For the first time 
in its history this co. has declared a divi- 
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dend, the initial disbursement being 25c. 
There are outstanding 600,000 shares of 
stock. The management is planning to in- 
crease development work, for which it will 
set aside 50c. per ton of ore mined. From the 
commencement of shipments to the end of 
the fiscal year, on June 30 last, the co. made 
net profits of $175,000 from 76,000 tons of 
ore. 

Franklin Mining Co—The new No. 2 
shaft at Franklin on the Allouez conglom- 
erate is being reopened. Shaft repairing 
from surface to 1,700 feet, the point where 
the old work suspended, is about completed. 
The shaft will go down to 3,500 feet. 

Granby Consolidated.—Produced in June 
4,011,361 Ibs. of copper. 12 mos.’ produc- 
tion to June 30 was 62,728,912 Ibs. 

Greene-Cananea.—Produced in June 4,- 
500,000 Ibs. copper, 128,700 ounces silver and 
800 ounces gold. All American employees 
have been ordered back to this mine, and it 
is expected normal production will be re- 
sumed shortly. 

Inspiration Consolidated.— June produc- 
tion totaled 10,500,000 Ibs. as against 10,400,- 
000 in May. The average cost during first 
half of 1916 was 8%: cents. Total tonnage 
being treated is now 16,000 tons daily. 

Island Creek Coal.—In the first half of 


‘1916 this co. mined 1,173,593 tons of coal 


and sold to customers a total of 1,225,934 
tons. During that period the co. accumu- 
lated net profits of $478,429, after allowing 
6c. per ton for depreciation. This balance 
of profits compares with $276,405 in first 
half of 1915. Allowing for the $6 dividend 
on the approximately 50,000 shares of pre- 
ferred, the co. in the period ended June 30 
was producing net earnings for the stock 
at the rate of slightly over $5.60 per share, 
compared with $4.30 per share in 1915. 

Isle Royale.—Reported to be sold far 
ahead at high prices, and that co. has al- 
ready accumulated all the working capital 
necessary, having sufficient to pay the divi- 
dend recently declared and leave $900,000 
in the treasury. 

Kennecott.—This corporation has ac- 
quired through exchange of stock nearly 
99% of the outstanding capital of the Braden 
Copper Mines Co. stimated net earnings 
for the quarter ended June 30 are better 
than $2,000,000. It is estimated that eventu- 
ally Kennecott should be able to earn $9 a 
share on a 15c. metal market. 

Kerr Lake Mining Co.—Declared regular 
seme dividend of 25c. per share, payable 

ept. 15 to stock of record Sept. 1. 

e Copper Co.—Production understood 
to be close to 200,000 Ibs. per month. Earn- 
ings in May were close to $25,000. 

cIntyre Mines.—For the 3 mos. ended 
June 30 operating profit was $122,064, 
against $97,122 in previous quarter. Profit 
from milling custom ore and from sub- 
sidiary companies amounted to $9,262, which 
is included in the above profits. Ore milled 
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from the mines was 30,452 tons, as against 
27,248 in the first quarter, and the average 
value per ton compares favorably, being 
$8.28 as against $7.74. The gross value of 
ore treated was $252,530, and the recovery, 
$241,650. Operating costs were given as 
$128,847, or $4.23 per ton. This shows an 
increase over last quarter when costs aver- 
aged $3.85 per ton, but this is offset by the 
— grade of ore treated. 


ss Consolidated.—Directors have de- 


clared initial dividend of $1 per share, pay- 
able Aug. 15. This calls for the disburse- 
ment of $100,000. Last year co. produced 
4,638,452 Ibs. of copper at a cost of 14.37c. 
and earned $185,000. This year both its 
production and its profits have been larger. 

Miami Copper.—June output was 4,516,- 
395 Ibs., at a cost of 834c. Assuming a 25c. 
metal market, the co.’s earnings are at the 
rate of $8,000,000 per annum, or better than 
$10 per share on the 747,112 shares out- 
standing. ‘ 

Nevada Consolidated.—It is estimated this 
co. could earn on a 25c. copper market and 
an 80,000,000 Ib. output $13,000,000 annually, 
or about $6.50 per share on 2,000,000 shares. 

Nipissing Mines.—During the first half of 
this year Nipissing shipped slightly more 
than 3,000,000 ounces of silver. This in- 
cluded the metal secured in treating high 
grade custom material. The co.’s own yield 
for the full year is expected to run close 
to the 1915 output of 4,000,000 ounces. Two 
dividends, totaling $600,000, were paid dur- 
ing first 6 mos. of 1916 and another dividend 
of 000 will be paid shortly from the 
half year’s profits. 

North Butte.—June production amounted 
to 2,096,326 Ibs. of copper, 90,713 ounces of 
silver and 143 ounces of gold. This was an 
increase in copper production over May of 
about 100,000 Ibs. If this rate is maintained 
co. will produce close to 25,000,000 Ibs. an- 
nually, which, with 25c. copper, would show 
earnings at the rate of $8 per share on 
430,000 shares. 

Ohio Co 


Mining Co.—Reorganization 
plan calls for formation of new corporation 


with $5,000,000 new securities, of which 
$2,750,000 will be stock and $2,250,000 6% 
cumulative repayment convertible bonds. 
The plan also provides for inclusion of 
Bingham Central Railway. Foreclosure will 
take place Aug. 22. It is understood that 
holders of more than $1,000,000 of the 
$1,240,000 outstanding Ohio bonds have con- 
sented to the plan. In order that the Bing- 
ham Central part of the plans may become 
effective, the reorganizers of Ohio demand 
that 75% of the former co.’s bonds be de- 
posited by Aug. 15. The reorganizers plan 
a 5 years’ voting trust for the outstanding 
capital stock. 

Pittsburgh Coal Co. of New Jersey.—The 
readjustment committee has extended to 
Aug. 15 time for deposit of preferred and 
common stocks for exchange of shares for 
Pittsburgh Coal Co. of Pennsylvania. More 
than two-thirds outstanding stock has been 


already deposited under plan of readjust- 


ment. 

Pond Creek Coal Co.—During the half 
year ended June 30 this co. produced 484,- 
405 tons of coal and sold 453,915 tons. This 
was an increase of 57% in production and 
53% in sales over the same period of last 

ear. 

. Quincy.—Production has fallen off recent- 
ly, due to an accident to one of the co.’s 
shafts. Repairs are approaching comple- 
tion and output should soon be back to 
about 1,850,000 Ibs. monthly. 

Ray Consolidated.—Production for June 
reported at about 6,600,000 Ibs. of copper. 
Net earnings of co. for half year ended 
June 30 approximated $5,272,933. Output of 
copper was about 35,582,000 Ibs. 

Shattuck-Arizona.—During 6 mos. ended 
June 30 this co. produced 8,879,564 Ibs. of 
copper, 1,673,846 Ibs. of lead, 160,045 ounces 
of silver and 2,585 ounces of gold. Earn- 
ings for first 5 mos. showed net profits of 
$1,240,419, which is at the rate of $9.92 a 
share per annum on 350,000 shares out- 
standing. 

St. an Mineral Land.—Stockholders 
of record July 20 will receive on Aug. 8 a 
dividend of $2 a share, which makes $11 
paid during the first 7 mos. of this year. 

Tennessee Copper.—Russian Government 
advanced approximately $1,500,000 on ac- 
count of trinitrotoluol to be delivered under 
contract. A plant constructed at an ex- 
penditure of about $500,000 to make the 
product burned down. How the company 
used the balance of the money loaned is 
not known, but a considerable proportion 
was probably used to purchase various in- 
gredients. It is understood co. now faces 
the necessity of raising additional funds. 

Temiskaming Mining Co.—The half year- 
ly report shows the co. is in strong finan- 
cial condition with $170,219.02 cash on hand, 
bullion in storage of 311,922.84 ounces, ore 
in smelters 90,276.14 ounces, making a total 
of 502,287.98 ounces, which, valued at the 
present price of silver, is worth over $300,- 
000. From this a dividend disbursement of 
$75,000 must be deducted. 

United States Smelting.—In 6 mos. ended 
June 30 the Pachuca and Real Del Monte 
silver properties in Mexico earned $1,250,000 
to $1,400,000 net, or about 20% of the total 
earnings of this co. Mexican operations are 
now well above 70% of normal, English 
and native labor being employed. 

Utah Consolidated Co.—Is shipping from 
400 to 500 tons of copper ore and about 200 
tons of lead ore daily, and is estimated to 
be earning about double the $3 per share 
annually it is paying in dividends. 

Utah Metal & Tunnel Co.—Declared ini- 
tial dividend of 50c. per share, payable Aug. 
15 to stock of record Aug. 5. The co. now 
has cash on hand amounting to $1,024,396. 
As there are 685,266 shares outstanding, the 
50c. dividend will reduce this by $342,633, 
or to slightly less than $700,000. 
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Mining Inquiries 





' Shattuck-Arizona 


G. M. S., Pittsburgh, Pa.—Shattuck-Arizona 
(25). We know of no unfavorable news in 
regard to this company, and believe that the 
decline in the stock is only in sympathy with 
the other copper stocks and the downward 
tendency that copper metal is showing. It is 
estimated that this company will earn in the 
neighborhood of $12 per share in 1916. Of 
course these earnings are exceptional in view 
of the high price of copper. In previous years 
the company did not have an earning power 
which would appear to justify a much higher 
price than the stock is now selling for. For 
the year ended July 3lst, 1911, $1.07 was 
earned per share. The following year $0.07 
was earned. For the 17 months ended Decem- 
ber 31st, 1913, $3.19 was earned and for the 
year ended December 3lst, 1914, $1.59. 





United Verde—Cons. Arizona 


D. R. J., New York City—United Verde 
Extension (29), as perhaps you have noticed, 
has just gone on a $2 per annum dividend 
basis, 50c. being payable quarterly. This com- 
pany produces copper. It has blocked out a 
very rich vein of ore, and earnings are now 
running considerably in excess of dividend 
requirements. It is uncertain, however, how 
long the ore will continue as rich as it is now, 
and also how long copper prices will maintain 
their present levels. We, therefore, are not 
inclined to favor this stock at present prices. 

Consolidated Arizona Smelting (1 5/16) has 
$8,234,000 stock, par value $5, and $966,000 of 
5% income bonds, convertible into stock at 
par. There is also a first mortgage of $250,- 
000. May net earnings were $96,955, and in 
April there were $93,800. This is at the rate 
of about 50c. per share per annum. This 
stock would appear to have fairly good specu- 
lative possibilities at present prices, but there 
is a large element of risk involved. Further 
development work might turn out unfavorably, 
for example. Then the price of copper may 
decline. 





Miami Copper 


F. E., Princeton, N. J.—Miami Copper 
(3354) is a good copper property. Copper 
metal, however, is showing a steadily down- 
ward tendency, and for this reason we do not 
expect the copper stocks to have much of an 
advance from present levels. As you pur- 
chased Miami several points higher, you might 
keep the stock for investment purposes, as it 
has possibilities of ultimately going back to 
what you paid for it, although we do not be- 
lieve it will do so for some time to come. The 
next dividend meeting is due the first week 
in October. This company maintains an of- 


fice at 61 Broadway, New York City, and if 
you write to that address they will probably 
be pleased to send you the last statement is- 
sued. 
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Kennecott Copper 

N. S. R., Buffalo, N. Y.—Kennecott Copper’s 
earnings are estimated to be running at the 
rate of about $18 per share per annum. The 
price of copper metal, however, is showing a 
downward tendency, and for that reason we 
do not look for any extensive upward move- 
ment in the copper shares in the immediate 
future. We hesitate to suggest that you take 
so large a loss on your commitment in Kenne- 
cott, especially as it has possibilities of ulti- 
mately coming back, although we do not look 
for it to do so for some time to come. Un- 
less you intend to keep it for investment pur- 
poses, we believe you might do just as well 
to sell out. 





Butte & Superior 

J. A., Chicago, Il1l—Butte & Superior (61) 
at present prices has probably discounted a 
good deal. It has sold its zinc fairly far 
ahead and earnings are likely to continue very 
excellent for the balance of 1916. The ques- 
tion comes up, of course, as to what this com- 
pany will be able to do with spelter at a more 
normal figure. In 1914 it earned $5.21 per 
share on its stock, even though the property 
was idle two months and only 5.08c. was re- 
ceived for its spelter. This price of spelter 
is a little under the average. For the past 
fifteen years the average price of spelter has 
been 5.96c. Moreover, Butte & Superior is 
in a position to produce much larger quanti- 
ties of zinc than in 1914. In 1915, for exam- 
ple, 163,956,791 Ibs. was produced. The cost 
of producing zinc is 3%c. to 3¥%c. per Ib. 
Should spelter decline to a normal price, there- 
fore, Butte & Superior should be able to show 
at least 1%c. profit per Ib. of zinc produced. 
On 1915 production this would yield profits 
equal to about $9 per share. In figuring the 
cost of production, the value of the silver 
produced is, of course, taken into account. 
In 1915 the company produced 3,385,164 ounces 
of silver, 6,164 ounces of gold, 1,751,545 Ibs. of 
copper and 7,485,489 Ibs. of lead. This com- 
pany has about two years’ supply of ore 
blocked out. No attempt is made to block out 
more than this. The property has excellent 
possibilities of developing further ore reserves 
as rich as those that.are now being worked. 


Alaska Gold 

C. F. A., Pana, Ill—Alaska Gold (18) has 
$7,500,000 capital stock outstanding, par value 
$10. The property is located near Juneau, 
Alaska, and comprises about 2,489 acres, con- 
taining large low-grade free-milling gold de- 
posits. The company also owns valuable 
water and power rights. It estimates total 
tonnage developed and probable at 100,000,000 
tons, having an average value of about $1.50 
per ton. The mill has a daily ca ageely of 6,000 
tons. Mr. Charles Hayden, of Hayden, Stone 
& Co., 25 Broad street, New York City, is 
president, D. C. Jackling is vice-president and 
general manager. 


























TOPICS FOR TRADERS 








“Street Market” and the “Trading House” 


Vast Daily Volume of “Unlisted” Trading—What the “Street 
Trader” Must Know—How He Operates—His Risks 


and Profits. 


! 





By CHARLES W. KIMBALL > 





T has been estimated that the daily 
volume of trading on_the New 
York “street market” for unlisted 

securities is ten times the day’s turn- 
over of the Stock Exchange. This 
figure does not appear to be far from 
the truth. Moreover, it does not in- 
clude the dealings on the Curb nor the 
sales of the stock and bond merchants, 
which are in a class by themselves. It 
covers simply the dealings in the float- 
ing supply of unlisted securities trans- 
acted over the telephone by the “trad- 
ing houses” or “street firms,” so called, 
who provide a broad and active market 
for a class of securities which would 
otherwise be extremely difficult of ne- 
gotiation. 

The bonds and shares of approxi- 
mately 4,000 railways, 11,000 industrial 
corporations and 12,000 public utilities 
—in all, probably 35,000 different se- 
curities—have a more or less active 
market in “the street.” Fully 95% of 
the business in the floating supply of 
public utility issues transacted in New 
York is done by the “trading houses.” 


“Street Market” 


This “street market” (which, by the 
way, is not carried on in the street at 
all, but over the telephone) is in es- 
sence a great exchange. Although it 
has no meeting place, no association, 
no legal entity, no “seats” or member- 
ships, it is nevertheless a highly or- 
ganized body. Its unwritten laws are 


erforced automatically and with rigid 
impartiality by the absolute necessity 
for square dealing. Men who close 
commitments aggregating many thou- 
sands of dollars daily by the mere 
spoken word—and over the telephone, 
mind you—cannot 


afford to take 
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chances by dealing with uncertain 
moral quantities. The “welcher,” the 
sharp practitioner and the trickster 
are eliminated by a simple process— 
nobody will do business with them. 
Nowhere in Wall Street does a good 
or bad reputation spread with such 
rapidity as among the houses trading 
in unlisted securities. 
A Typical Trade 


Here is an example of a typical 
“street trade.” You have a hundred 
shares of Union Lockstitch you want 
to sell. You find it is not listed on 
the Stock Exchange or on the Curb. 
A friend refers you to Messrs. Blank 
& Co., dealers in unlisted securities. 
You call Blank & Co. on the ’phone 
and are connected with their Mr. 
Quick, who is the firm’s “street 
trader” in miscellaneous securities, or, 
as he signs himself, manager of their 
Miscellaneous Securities Department. 
When you ask him to quote Union 
Lockstitch his manner impresses you 
as that of a man who is trading in the 
issue every day of the year. He asks 
you to hold the wire a minute, and 
before you have time to get impatient, 
back he comes with a quotation of 107 
bid, 112 asked. You intimate you have 
a hundred shares you might sell at 
109, but you would not let go at 107. 
After some “dickering” you give him 
a firm option, good for one hour, cov- 
ering your 100 shares at 109. Thirty 
minutes later he ‘phones you he will 
take your stock. Next morning you 
get a statement. You deliver the cer- 
tificate and get your check. You pay 
no commission; you get no hint of 
the name to whom Blank & Co. may 
have sold your stock or the price at 
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which they sold it. You would not be 
entitled to it if you asked for it, since 
the trade has been “net”; you have 
’ simply sold your stock to Blank & 
Co.; they have paid you for it as 
agreed, and that is all there is to it. 

Now, as a matter of fact, when you 
ask Mr. Quick over the wire to quote 
Union Lockstitch, he has not made a 
trade in the issue for three years. But 
it is his business to find out things and 
answer such questions in a hurry. As 
you huid the wire, he is running over 
the pages of a little book that he keeps 
at his elbow, while his assistant is 
looking through a card index. In his 
book Mr. Quick finds sundry cryptic 
notations which tell him that two 
weeks ago X. & Co., another “trading 
house,” advertised a market in Lock- 
stitch, 108 bid, 111 asked. Although 
that was two weeks ago, Mr. Quick 
figures that as the stock is very in- 
active he can safely quote you 10/ bid, 
112 asked—a point “wide” of X. & 
Co.’s figures—on a chance of doing 
business with them if he gets your 
order. When you hold out for 109 he 
reasons there is still a pussibility of 
reselling your stock to X. & Co. at a 
profit. Anyway, he isn’t taking any 
risks, as he does not agree to buy your 
stock. He doesn’t promise anything, 
in fact. He simply lets you make him 
a firm offer of your stock for one hour 
and says he will “try it on”; that is, 
he will see what he can do. 

As soon as you hang up your re- 
ceiver, Mr. Quick gets X. & Co. on 
the wire and asks their market ia 
Lockstitch. X. & Co. make a tentative 
offer of 100 shares at 111 and say they 
would be inclined to take stock at 109. 
Quick rather feels, from the way X. 
& Co. talk, that they would pay 109% 
if he was to disclose his “position.” 
If they would not, he is not set against 
taking your stock at 109 and reselling 
it to them at the same figure (and 
paying the transfer tax in the bar- 
gain), just to hold your business. But 
as it is early in the day, and Mr. Quick 
has the time, he thinks he will shop 
around a bit. The impulse strikes him 
to look up Union Lockstitch in one of 
the manuals of securities, and in run- 





ving through the description of the 
issue he finds the name of old John 
Domes as chairman of ‘the board of 


directors. Quick knows Domes as a 
controlling figure in the ’Steenth Na- 
tional Bank crowd, and he recalls that 
X. & Co. have the reputation of get- 
ting a good many orders from ’Steenth 
National sources. He reasons that 
they are in Union Lockstitch because 
they have a buying order from Domes, 
and he figures they will very likely be 
selling to him around 110. He calls 
up Domes’ office, gets his secretary 
on the wire and offers the hundred at 
10934. In a moment, Quick is con- 
nected with Domes himself and the 
stock is sold. Quick has reasoned cor- 
rectly. That is why he is paid a large 
salary as Wall Street salaries go. 


Trader and Sherlock Holmes 


The specialist in miscellaneous un- 
listed securities, like Quick, must be a 
combination of trader and Sherlock 
Holmes. Every day he has to find mar- 
kets in stocks he never heard of before 
in his life. And it is done in no leisure- 
ly fashion. He knows that the inquiry 
must get action while it is warm if it 
is to turn into a trade, and he works 
at high pressure, often from eight in 
the morning till the Wall Street dis- 
trict is quiet and deserted. As a man 
of manifold activities the late Julius 
Cesar had nothing on Mr. Quick. He 
can keep three telephones going, dic- 
tate to a stenographer, talk to his as- 
sistant and write tomorrow’s news- 
paper advertisement all at the same 
time without losing the thread. 

As he talks over the telephone all 
day long he is constantly making notes 
in a large blank book that lies open 
on the desk before him. This is his 
“slate,” one of the indispensable work- 
ing tools of every “street trader,” large 
or small. Every trade that Mr. Quick 
“puts through,” every offer, every quo- 
tation, every inquiry, goes down while 
it is fresh in mind, to be copied out 
and card indexed by a clerk. If you 


were to ask Mr. Quick in a year from 
now about Union Lockstitch, he would 
find in his file a card labeled with the 
name of the stock and on it would be 
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a notation something like the following: 


“July 1, 1916: 
C. U. Stomer...We Bot. 1 109 
J. Domes...... We Sold 1 10934 
) Se i Quoted Us 100@109-111”" 


—together with anything Quick had 
done or heard in the issue since. 

This is only one of the aids which— 
together with a phenomenal memory 
for markets, prices, names and ‘phone 
-numbers of probable buyers and sell- 
ers of an infinite variety of stocks and 
bonds—make up the trader’s arma- 
mentarium. 

He uses books, issued monthly by 
the quotation bureaus, which give al- 
phabetical lists of thousands of un- 
listed securities with the name and ad- 
dress of every known firm advertising 
them or known to be trading in them, 
together with their latest bid and 
asked prices. 

He avails himself of the various 
manuals of securities and circularizes 
the officers and directors of a company 
whose stock he has for sale when he 
does not find a market elsewhere. In 
a pinch he will have a share of stock 
transferred into his name, get the 
stockholders’ list of the company for 
whose shares he may have an order, 
and write to every shareholder until 
he strikes the buyer or seller he is 
looking for. 


Wizard at Making Markets 


He is a wizard at finding and mak- 
ing markets for stocks and bonds. He 
has at his finger’s ends more ways for 
locating where to buy and. where to 
sell obscure though meritofious securi- 
ties than a layman would work out in 
a lifetime. 

If your inquiry concerned a better 
known issue than Union Lockstitch, 
if it were something in which Blank 
& Co. specialized, you would talk with 
one of the half dozen men in the of- 
fice who traded in the firm’s various 
specialties. You will find this man to 
be of a different type from Quick. 
Here pure trading ability, the knack 
of buying close and selling at a profit, 
is the prime requisite. He is a deep 
student of human nature and an adept 





at learning the other fellow’s “posi- 
tion” without disclosing his own at- 
titude. 

His ability to follow the course of 
prices of the securities in which he 
specializes seems almost marvelous. 
There is no “post” or central point 
where trades are concentrated to 
which he can go to watch his market. 
The problem of ticker service for un- 
listed quotations is still unsolved. But 
the “street trader” knows which 
houses are headquarters for trading in 
his specialties, and by keeping in close 
touch with them over the telephone 
he follows the drift of the market, 

All day long he pieces together quo- 
tations, bids, offers and gossip. He 
balances the tone of this man’s voice 
against the recollection of what that 
one did two years ago under certam 
circumstances and out of materiai 
often seemingly irrelevant forms ac- 
curate judgments of supply, demand 
and “position.” He knows whether 
securities are scarce or being pressed 
for sale. He knows when A. & Co. 
have a big buying order; he can tell 
from the way B.’s trader talks over 
the wire that B. is in a trading posi- 
tion with his shelves clean; he spotted 
C. & D. loading up with X. Y. Z. Com- 
mon months ago, and when they begin 
to jettison the cargo he can tell you 
they are making heavy weather of it 
and figure to a dollar almost how much 
they will have to lose. He senses 
things—he smells them out—somehow 
he gets them. The specialist on the 
floor of the Stock Exchange or on the 
Curb sees and hears the trading. The 
tape-reader in his office gets a con- 
tinuous motion picture of it. The best 
the trader in unlisted issues can do is 
to get a series of snap shots of isolated 
portions. But intuition—or highly de- 
veloped observation and reasoning 
power—render his judgment keen. He 
knows where he stands and is ready 
to make you an offer or a bid any mo- 
ment of the trading day. 


Does Not “Carry” Securities 
The real, the typical trader in un- 


listed securities differs from the bond 
or stock merchant, in that he will not 
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“carry” securities. He aims to keep 
his decks clear, to go home at night 
neither long or short of a share of 
stock or a bond. He never buys a lot 
of stock till he knows where he can 
sell it, nor does he sell until he has 
an offering in hand and knows where 
stock is coming from to deliver. In 
the strict sense of the term, he is not 
a broker. He prefers to trade “net,” 
to buy from you or sell to you, rather 
than to act as your agent for a com- 
mission. 

Of course, many of the bond and 
stock merchants, who take on and 
carry large blocks of securities to be 
sold in small parcels to investors, 
maintain trading departments, and 
these departments operate something 
on the lines of the “street house.” Oc- 
casionally it is done by Curb and Stock 
Exchange houses. A few banks and 
trust companies have trading depart- 
ments. But these are not the real 
thing. The genuine “street trader” 
considers that when he takes a com- 
mission or “takes a position” he ceases 
to become a trader. He likes to be in 
shape to buy from you or sell to you, 
and to do one as freely as the other. 

He may maintain a statistical de- 
partment, but he is chary about giving 
advice. If you ask him whether you 
should sell a certain stock or bond, or 
buy more,.he will very likely give you 
the latest facts, news and gossip, and 
let you form your own conclusion. It 
matters not to him whether you do 
one or the other, his business is to 
find you a market either way. 


Believes in Advertising 


Salesmen or business getters, the 
trader in unlisted securities does not 
employ. But he is a great believer in 
printers’ ink. The volume and cost of 
his advertising would stagger a lay- 
man. And he makes it pay. No “edu- 
cational” advertising for him. He 
wants Results with a capital “R”—and 
he gets them through sheer simplicity 
and directness. It takes no great ex- 
perience in financial matters to enable 
anyone to grasp the meaning of the 
characteristic announcement of the 
“trading house.” 









On some trades he does business for 
a profit of % of 1%, on others he 
makes 5 points. On average, his prof- 
its run about % of 1% on the market 
price of the stocks in which he deals, 
and % of 1% on bonds. His expenses 
are heavy in proportion. His bills for 
advertising are tremendous. Tele- 
phone and telegraph tolls bulk large. 
In the final reckoning he probably 
makes no larger return on the capital 








How the “Trading House” Advertises 
BLANK & COMPANY 

Will Buy 
25 American Gum 
50 National Power, Common 
50 Madison Arms, Preferred 

Will Sell 
100 Sole Leather Rights 


75 American Wheelbarrow 
40 Southeastern Oil 
500 WALL ST. 
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employed in his business than the 
Stock Exchange broker who works 
for a uniform commission of % of 1%. 

He earns by hard work and dearly 
bought experience the profits he 
makes. The investor who begrudges 
him an occasional 5 points on a hun- 
dred shares is in no wise bound to 
pay it. “Seats” on this exchange cost 
nothing; there are no dues; nobody 
has a monopoly on anything. All you 
need in order to play the game is a 
telephone. Take your receiver off the 
hook and you are as free as any pro- 
fessional to shop your wares around 
“The Street.” Try it, however, and 
you will end very likely where you 
started. You cannot supplant the 
“Street Trader” without learning his 
business to the neglect of our own. 
He is a necessity in the economic 
scheme of things. He profits, not by 
his wits, but by rendering to the finan- 
cial community genuine service of a 
character above reproach. 




















Technical and Miscellaneous Inquiries 








Execution of Orders 


Q.—I would be obliged if you would kindly 
give me prices at which the following orders 
would be filled. Buy 10 C. P. R. @ 174 on 
sale, providing the sales took place in the fol- 
lowing order, 174%, 174, 173%. Sell 10 
C. P. R. @ 174, on sale, providing the sales 
took place in the following order, 17334, 174, 
17414.—“Subscriber,” Toronto, Ont., Canada. 

Ans.—On limited orders, that is to say orders 
given at a stated price, odd lot brokers will 
report purchases at one-eighth above the first 
100 share transaction taking place after the 
entering of the order, if that transaction is less 
than the limit. Sales will be reported at one- 
eighth below the price established by the first 
100 share transaction taking place after the 
order has been entered if it is made at a figure 
higher than the limit. If, however, an order 
is put in to buy 10 C. P. R. at 174 on sale, and 
the sales take place in the following manner, 
174%, 174, 17334, the odd lot broker would 
not report better than 174. In the same way 
if the order to sell C. P. R. at 174 on sale, is 
put in and sales take place as follows, 173%, 
174, 174%, the broker would not report better 
than 174. If the order to buy 10 C. P. R. at 
174 on sale is put in and the next 100 share 
sale is 173, the stock would be reported at 
173%. If the order to sell 10 C. P. R. at 
174 was put in and the next 100 share sale 
was at 174%, the order would be executed 
at 174%. ; 


Before or After Dividends? 


Q.—From the action of Chesebrough Mfg. 
Co. after the dividend was declared I would 
like to know if the Standard Oil stocks are 
considered better purchases shortly before the 
dividends are declared or immediately after — 
M. C. J., Pittsburgh. 

Ans.—It is impossible to lay down a rule 
as to whether the Standard Oil stocks are a 
purchase just before they sell ex an important 
dividend. It all depends on the market condi- 
tions prevailing at the time. If a bull market 
is, under way, it frequently pays to purchase 
stock before it sells ex-dividend as the divi- 
dend is generally partly recovered shortly 
after. In a bear market, on the other hand, 
it is very frequently the worst time to pur- 
chase the stock before it sells ex-dividend as 
the fact that it is to sell ex-dividend has pre- 
vented it from declining with other stocks, 
and the moment it sells ex it goes off sharply. 
\ good recent example of this was Butte & 
Superior. This stock sold ex-dividend 1034 
points on June 16. The next day it opened off 
12 points and since then has declined an 
additional 12 points, so that anyone who pur- 
chased the stock to get the $10 dividend now 
has a loss of 12 to 14 points. On the other 


hand, when Butte & Superior sold ex-dividend 
three months ago $10, three-quarters of the 
dividend was almost immediately recovered, 
though an 


active buying demand. 
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How to Figure “Rights” 


Q.—Would appreciate advice as to how to 
figure “rights” on stock issues and how they 
get their value as quoted in the market.— 

A. W., Los Angeles, Cal. 

Ans.—In order to get the value of a “right” 
apply the following algebraic formula: 

Market price — 





J 
This formula is obtained as follows: 
Let X = right 
Y = number of rights needed to get 
one share 
Z = price at which holder of rights is 
entitled to purchase stock 
market price — value of stock + rights 
market price — X = value ex rights 
Y X + Z = value of one share to be 
bought = value ex rights 
Y X + Z = market price — X 
Y X + X = market price — Z 
X (Y + 1) = market price — Z 
market price — Z 
Y+1 
As an example, Midvale Steel stockholders 
were recently offered the right to subscribe to 
new stock at $60 per share to the extent of 
334% of holdings. In this case Z equaled 60 
and Y equaled 3. The market price when the 
rights were announced was around 69. 
Applying these figures to the formula: 
69 — 6&0 9 


X= 








Selling Short 

Q.—If one had an order to sell short and 
immediately after he had sold short the 
market rose, would he be required to buy at 
that higher figure or do the rules allow him to 
wait for a lower? Thus, if I sold Erie short at 
40 and ordered my broker to buy at 38 and 
the market went to 41 before dropping to 38, 
would I be required to buy at 41?—M.'S. J.. 
Dornoch, Ont. 

Ans.—If you sell a stock short and the 
stock goes up there is no immediate necessity 
for your covering. You can stay short as 
long as you like, provided that you put up 
sufficient margin so that your broker is pro- 
fected against any loss. 


Standard Oil Subsidiary 

P. O. D., Jamestown, N. Y.—By a Stand- 
ard Oil subsidiary is now meant a company 
that was formerly controlled by the Stand- 
ard Oil Company of New Jersey, either 
directly or indirectly through some other 
company. As you are aware, the Supreme 
Court of the United States ordered the 
Standard Oil to give up its control of these 
subsidiaries. Pierce Oil was formerly con- 
trolled by the Standard Oil but is now in- 
dependent. 














COMBINED AVERAGES OF FIFTY R.R.&. INDUSTRIAL STOCKS 
916 


Five Years Combined 
1912 1918 1014 1918 








MARKET STATISTICS Breadth 


Dow Jones Av 50 Stocks (No 

12 Inds. 20 Rails High Low Total Sales Issues ) 
Monday 105.21 84.63 83.66 171 
Tuesday 18 ‘ 105.11 84.38 83.84 184 
Wednesday “ J 105.38 85.14 84.18 178 


104.96 85.38 84.72 167 
104.73 85.57 84.92 167 
104.89 85.44 85.02 131 
104.43 85.60 84.77 175 
104.15 84.84 84.27 162 
103.81 84.76 83.87 181 
103.40 | 84.07 83.54 169 
103.54 84.23 83.73 228,600 180 
103.73 84.18 84.00 125 


Thursday 
Frida 
Sa y 


Sere Hs 
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Black Rust Menace to Wheat 





By P. S. KRECKER 





HE black rust bogie is with us again. 
It is an annual visitor and, because 
its damage is felt chiefly by Spring 
wheat, the public is accustomed to re- 
gard it as exclusively a Spring wheat 
pest. But that is not the case, for rust 
is co-extensive with the grain area, both 
Winter and Spring, according to the 
United States Bureau of Plant Industry. 
The area most seriously affected is the 
Valley of the Mississippi embracing the 
area between the Alleghanies on the east 
and the semi-arid lands of the west, thus 
taking all of the great grain lands. Rust 
is of annual occurrence and often very 
severe in eastern and southern Texas. It 
visits the Atlantic Coast region and is 
found in the Pacific Coast wheat States 
of Washington and Oregon. Thus no 
part of the wheat belt is immune. 

Like diseases which affect the human, 
rust now and again becomes epidemic. 
Such. epidemics may be caused by cli- 
matic conditions exceptionally favorable 
tu its propagation and spread. Periods 
wf excessive rainfall, followed by warm, 
humid days, are found to be favorable to 
its development. Black rust is found on 
Winter wheat from June 1 to July 15. It 
flourishes on Spring wheat in August. 
Possibly because the combination of 
abundance of black rust spores which the 
wind may carry hundreds of miles, exces- 
sive rains and humid conditions more fre- 
quently is found in August than in July, 
black rust is a worse menace to Spring 
than to Winter wheat and mention of its 
appearance in the Spring wheat belt in- 
variably causes alarm, especially if, as 
this year, the pest is found unusually 
early. 

As a rule the damage done by black 
rust is grossly exaggerated, but there 
have been epidemic years when it re- 
duced the Spring wheat yield by millions 
of bushels. The most recent season of 
serious epidemic was that of 1904. In 
that year the loss in promise of the 
Spring wheat crop from July to Septem- 
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ber was estimated to have been 78,000,- 
000 bushels. The Spring wheat crop that 
Summer averaged a bushel and a half 
less to the acre than the previous year in 
the three Spring wheat States and was 
two bushels to the acre less than the 
yield of the year 1905. This decrease 
was attributed chiefly to the ravages of 
black rust. 

That is the dark side of the picture. 
There is also a bright side. It shows that 
rust is not as grave a detriment to Spring 
wheat as many suppose, as is apparent 
by the study of a few statistics. Thus, in 
the big rust year of 1904, the three lead- 
ing Spring wheat States of Minnesota, 
North Dakota and South Dakota, pro- 
duced a total of 153,793,000 bushels, or 
an average of 11.6 bushels to the acre. 
That is not bad in comparison with some 
other years. While the average yield of 
Spring wheat last season was 18.3 bush- 
els to the acre, that was exceptionally 
high and compared with an average of 
only 11.8 bushels to the acre in 1914, of 
13.0 bushels in 1913, of 17.2 buchels in 
1912 and of 9.4 bushels in 1911. Assum- 
ing, for the sake of argument, that black 
rust prove to be as destructive this sea- 
son as it was in that exceptionally bad 
year of 1904, and an acreage of 17,851,- 
000 planted in Spring wheat, as estimated 
by the Government this year, would at 
an average yield of 11.6 bushels to the 
acre yield 207,071,600 bushels. 

The probabilities, however, are against 
such severe ravages this year as those of 
1904, no matter how favorable to the 
development of the pest climatic condi- 
tions may be. This is because of the 
progress made since 1904 in developing 
varieties of wheat which are more or less 
immune to the attacks of rust. The wheat 
plant was largely what is known as “blue 
stem” in the disastrous black rust year 
1904. Blue stem wheat plant is pecu- 
liarly susceptible to attacks by black rust. 
Since that time farmers have learned that 
Marquess, velvet chaff and durum vari- 
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eties of wheat are not as vulnerable, and 
these varieties have largely supplanted 
the blue stem. 

As a consequence of this substitution 
many crop experts believe that the de- 
gree of damage by black rust this year 
will not reach that of 1904. At the same 
time it is recognized that black rust has 
not yet entered its worst stage, so that it 
would be premature to conclude that the 
epidemic of 1904 will not be repeated. 

Should the unexpected happen and the 
damage reach the same degree as that 
of 1904, serious inroads would be made 
in the probable supply of wheat. A re- 
duction of 63,000,000 bushels in the 
Spring wheat supply—as calculated on 
the basis of the computation made above 
—would mean a total supply indicated 
from Government figures of a trifle less 
than 700,000,000 bushels compared with 
the final yield of more than a billion 
bushels in 1915. 

The next Government crop report will 
give some indication of the degree of 
damage that may be expected, as its con- 
dition percentage will show deterioration 
in the event.of dangerous progress of 
rust. However, it will be recalled by old- 
timers in the trade that in 1904 the worst 
damage was done in August.. July 1 con- 
dition that year was 93.7 per cent. for 
Spring wheat. The August report showed 
some deterioration, the condition being 
given as 87.5 per cent. The real extent 
of the damage was not disclosed until 
the September report was issued and 
showed a drop of 27.3 points in condition 
to 66.2 per cent. A promise of 283,000,- 


000 bushels of Spring wheat on July 1 
was blighted and on September 1 only 
205,000,000 bushels were indicated. As 
the event proved the Government slightly 
overestimated the extent of the yield, as 
the final Spring wheat crop reached 
219,000,000 bushels. This goes to show 
that estimates now of the damage are 
merely wild guesses. 

The record of the price movement of 
wheat in 1904 is of interest as indicative 
of what may be expected in the event of 
history of black rust repeating itself. 
Cash wheat ranged from 94% cents to 
$1.12 in July of that year. The August 
deterioration caused a sharp advance to 
$1.20 a bushel and after a break to $1.05 
in early September the market leaped to 
$1.22, an advance of 27% cents from the 
low point of July. The price of $1.22 
was duplicated in October and again in 
September, but was not exceeded in that 
crop year except once. In the following 
February cash wheat touched $1.24, a 
price only 2 cents higher than the high 
level reached the previous September 
and only 4 cents higher than the high 
level touched in August. 

It has been commented by veterans in 
the wheat trade that farmers who sell 
their wheat on Summer crop scares usu- 
ally get about the best price of the sea- 
son. That observation held good in the 
year 1904, as just seen. A farmer who 
sold his wheat in August of that year 
when the market was discounting the 
damage got within 4 cents of the top of 
that crop year. The farmer who sold in 
September got within 2 cents of the top. 








Trading In Wheat 


Mr. Prill’s serial “Trading in Wheat” which does not appear in this number 


will be resumed in an early issue.—Editor. 








Discounting the Cotton Crop 





By C. T. REVERE ’ 





OR the last two weeks the cotton 
trade has been attempting to 
discount, in more or less_ timid 

fashion, a revision of ideas concerning 


the crop outlook. When the Bureau of 
Crop Estimates, Department of Agricul- 
ture, published its condition figures of 
81.1 on July 1, the indicated crop was 
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estimated at 14,266,000 bales, inclusive 
of linters. Figuring an output of at least 
1,000,000 bales of linters,. this would 
mean a total output of more than 15% 
million bales. 

Naturally, bears were feeling rather 
comfortable with such a promise, partic- 
ularly in view of the fact that there are 
no indications of an early termination of 
the war. If such hopes for the yield could 
be sustained throughout the trying mid- 
summer months, there would be little 
doubt of an extensive decline. 

Just how much these calculations have 
been upset by the developments during 
July, it is hard to determine, as the latest 
Government crop report has not been 
published at this writing. The trade is 
prepared for almost anything between 75 
and 77 as compared with 81.1. 

The deterioration has occurred chiefly, 
if not entirely in the portions of the Cot- 
ton Belt east of the Mississippi River, 
particularly in the Carolinas, Georgia 
and Alabama. Parts of Mississippi may 
have suffered somewhat, but complaints 
from that State are not so numerous as 
they are further east. Depreciation of a 


serious, although not irreparable char- 
acter, has been continuous throughout 
the month. Heavy storms of a hurricane 
character occurred during the first two 
weeks of July and heavy washing rains 


added to the damage. River and creek 
rock bottoms were overflowed through 
Alabama and portions of Georgia, while 
heavy freshets occurred in the Carolinas, 
although mostly in the hill sections. Con- 
siderable damage is conceded for the 
lowlands, and some loss may have re- 
sulted from washing of the hill crops. It 
is believed that the damage has been 
greatly exaggerated, particularly as 
much of the damage can be repaired by 
the farmers of the eastern belt, who are 
the most efficient in the South. There is 
every incentive to go into the fields as 
soon as the weather will permit, but it is 
not at all.unlikely that August develop- 
ments may bring less pessimism regard- 
ing the outlook. 

It is conceded that the chief damage 
would result from a sudden return of dry 
hot weather, which would cause shedding 
and result in the spread of rust. 

West of the Mississippi River there is 


very little complaint regarding the crop 
outlook. Texas is estimated all the way 
from 4,200,000 bales to more than 5,000,- 
000 bales, exclusive of linters, and Okla- 
homa easily could raise a record crop. 
Arkansas also is believed to promise at 
present somewhere in the neighborhood 
of 1,000,000 bales. 

Bears are reserving predictions regard- 
ing the size of the yield, but bulls are 
quite free with their forecasts. They are 
estimating the states of the Mississippi 
River as 500,000 bales less than last 
year, and the western belt at not more 
than 1,500,000 bales above last year. 
This would be a net gain of 1,000,- 
000 bales, and would indicate a total ot 
a little more than 12,000,000 bales. It is 
only fair to state, however, that agree- 
ment regarding such an outlook is far 
from unanimous. 

The final crop figures for the season 
have not yet been issued. The total 
amount marketed, however, will be a 
trifle under 12,450,000 bales, compared 
with about 14,530,000 last year. Spinners’ 
takings of American cotton for the season 
will be close to 13,500,000 bales against 
approximately 14,090,000 last year. If 
consumption was as large as last season, 
there must have been a reduction in the 
stocks of European spinners, for the sup- 
plies held by American mills are larger 
than they were at this time last year. 

Surprising as it may seem, in view of 
the talk of scarcity of actual cotton in 
Europe, the visible supply in Europe, 
outside of Germany, is about 20 per cent. 
larger than it was two years ago when 
conditions were normal. This was just 
at the outbreak of the European war. 
Liverpool continues to show anxiety over 
supplies of raw cotton, although this 
may be due to difficulties attending im- 
portation rather than any belief of short- 
age of supply in this country. 

There has been a disappointing bullish 
response to the recent bad crop news. 
This indicates a lack of speculative feel- 
ing, and it would not be surprising if the 
weakened technical position resulting 
from the recent covering should give the 
bears the opportunity they have been 
looking for, particularly if weather con- 
ditions throughout August should be 
favorable. 











PRIZE CONTEST CLOSES AUGUST 15th 


(Open to all) 





How Has THE MAGAZINE OF WALL STREET 
Helped You To Make Money? 





On August 15 our PRIZE CONTEST offer of $25 for the best letter from a 
reader telling how THE MAGAZINE OF WALL STREET has helped him to 
make money, will close. 


DON’T PUT OFF YOUR LETTER, BUT WRITE IT NOW 


TERMS OF THE CONTEST 


In order that no injustice may be done to those readers of THE MAGAZINE 
OF WALL STREET who are not subscribers, we have decided to make this contest 
open to all, without any restrictions. Anyone, therefore, except one connected 
with the MAGAZINE, is eligible to compete. 


The time of competition extends to August 15 next. Letter received up to 
6 P. M. on that date will receive consideration. 

In determining which is the best letter, the Contest Editor will base his de- 
cision on 

(1) Excellence of the idea obtained from the pages of THE MAGAZINE OF WALL 
STREET. 
(2) Originality and ingenuity displayed in converting the suggestion into profits. 
(3) General style and literary excellence of the contribution. 


Letters should be between 500 and 1,000 words in 4 and should be 
o 


ific, that is, they should not deal in generalities but uld tell exactly 


8 
what the writer did in making his idea pay. 

Don’t attempt “fine writing,” i. e., high-flown or involved English, but ex- 
press yourself as directly and forcefully as you can. 


The second best letter will be rewarded by a two years’ subscription to THE 
MAGAZINE OF WALL STREET and the third best by a one year’s subscription. 


Meritorious letters will be published from time to time, but the identity of 
the writers will be carefully guarded in all cases, if the writers so direct. 


In addition to winning the prizes, the successful contestants will have the 
satisfaction of conferring an obligation upon their fellow readers by pointing out 
how the columns of this publication have been of material benefit to those of 
quick perceptions and the courage to act. Communications should be addressed to 


CONTEST EDITOR 
THE MAGAZINE OF WALL STREET 


42 Broadway, New York City 
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Our Contributing Editors 








(Under the above caption we will publish from time to time communications from our read- 
ers on market topics or other subjects of financial interest. We believe that the interchange of 


ideas is one of 


only on one’ side of each sheet of 
writer’s expressed authorization.— 


Editor, THE 
STREET: 


HAT the market, since the first of 
the year, has been discouraging 
to the large majority of bulls, 

bears, goats, and unshorn lambs, will be 
generally acknowledged by these an- 
imals. 

Spurts of manipulated activity have 
occurred in special stocks; but these 
sporadic outbursts, while highly inter- 
esting to those directly involved, only 
accentuates the market inertia to the 
rank and file. The market risés a few 
points, falls about an equal number 
and begins another cycle of stimulated 
activity. 


Conditions, Apparently, All Good 


Business is booming, every wheel is 
turning at top speed, wages are high, 
unemployment is less than ever be- 
fore, strikes are few, and money has 
been pouring im from the warring na- 
tions in a golden stream. 

Danger of embroilment in the world 
war appears to be very unlikely. It is 
true that the Mexican debacle, like the 
poor, is still with us ; but—granted that 
the worst happens—the market would 
have only a temporary setback, from 
this cause. 

Money has been cheap for months 
and, although firmer rates prevail at 
present, relative cheapness seems to be 
assured for the remainder of the year. 

Corporations are earning large divi- 
dends which, whether distributed or 
not, most certainly enhances the value 
of their stocks; moreover these earn- 
ings promise to continue, at least, 
throughout the remainder of the year. 

Politics are less a market factor, 
during this campaign, than in many 
years. Radical theories, disturbing to 
business, are not at issue and the party 
platforms are more in accord than at 
any time in a decade. 
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fundamentals of progress and are, therefore, always glad to hear from our 
subscribers on matters which interest them. Make your contributions short and pith 
per used. Names or initials will be used only with the 


and write 


When the war will end is anyone’s 
guess; certainly peace is not now in 
sight. It is possible for_the conflict 
to continue for two more years before 
financial exhaustion draws near. 


What Is the Matter with the Market? 


Although war stocks and their rela- 
tives have soared to dizzy heights, 
their brethren standard rails and in- 
dustrials have failed by a considerable 
margin to reach former records. 

Many theories have been advanced 
to explain the market’s hesitation, one 
of the most popular being the fear of 
sudden péace. That this fear is well 
grounded, as far as war stocks are 
concerned, no one will dispute; but 
how about the peace stocks? They 
have not shown enough animation to 
make the peace theory very convinc- 
ing. 

The writer has the idea that the 
stock-buying-public, estimated to num- 
ber about 3,000,000, is saturated with 
stocks; that the public absorptive 
power is seriously impaired and a com- 
plete breakdown is threatened. It has 
been computed by careful observers that 
the financial digestive power, per year, 
of the public amounts to about 23% billion 
dollars; at present the public is called 
upon to absorb securities at a rate ex- 
ceeding 3 billion dollars-—financial in- 
digestion is sure to be the final out- 
come. 


If Peace Is Delayed 


Should peace, among the warring 
nations, be long delayed and we keep 
up our present business pace, we might 
find ourselves, at the end of the year, 
simultaneously confronted with busi- 
ness derangement, depleted money re- 
serves, foreign demand for gold, and 
holding a lot of unsalable securities— 
a combination that would surely spell 
financial trouble. 

F. Y. P. 











Wall Street Jottings 





Chain-Store C Stocks 


Robert C. Mayer & Co., Equitable building, 

New York, have prepared an interesting paral- 
lel of six leading chain-store common stocks. 
It takes up the sales, net profits and working 
capital per share of common stock and estab- 
lishes the net earning power resulting from a 
$100 investment in each stock. It concludes 
with the record of price changes since the time 
of issue and should prove a valuable index to 
investors in these securities. The comparison 
deals with Acme Tea, Woolworth, Kresge, 
McCrory, Kress and Jewel Tea, and will be 
sent on request to all interested. Copies will 
be sent on mention of THe MAGAZINE OF WALL 
STREET. ~ 





“Fundamentals of Stock Trading” 


Owing to the very great demand for the 
booklet “Fundamentals of Stock Trading,” 
Messrs. Charles C. James & Company, 1 
Wall Street, New York, have been com- 
pelled to run a second edition, which will be 
off the press in a few days. Copies will be 
sent free to readers upon mention of THE 
MAGAZINE OF WALL STREET. 


Railroad Earnings 


In anticipation of the annual reports of the 
leading railroads, which will appear in the 
next two or three months, Hartshorne & 
Picabia, of the New York Stock Exchange, 
have compiled estimates of the earnings of 
the various lines for the fiscal year ended 
June 30, 1916. The tabulation includes a 
comparison with earnings for the last ten 
years. 


Reading 


A. A. Housman & Co., 20 Broad street, 
New York, have published a circular on the 
Reading Co. The circular contains an ex- 
ceedingly interesting analysis of Reading’s 
earning power and also treats of the com- 
pany’s valuable equities. This latter is of 
special importance in view of the ever present 
possibility of a segregation of a portion of 
Reading’s properties. Copies will be mailed 
free to readers on mention of THE MAGAZINE 
or WALL STREET. 


Safe Mining Stocks 


“How to Select Safe Mining Stocks” is the 
title of a booklet published by Messrs. J. J. 
Carew & Co., 44 Broad street, New York. 
This booklet will prove valuable to any in- 
vestor who contemplates placing his funds in 
stocks of this character. It will be sent free 
upon mention of THe MacGazine or WALL 
STREET. 





National Zinc & Lead Company 


An elaborate booklet on the National Zinc 
& Lead Co. has been issued by Messrs. G 
W. Field & Co., 19 Congress street, Boston, 
Mass. The booklet described the story of 
the mine from a prospect to a fully devel- 
eped, equipped and producing mine with 
a seven months’ dividend record of nearly 
30%. The desire of the management to 
visualize as clearly as possible the work that 
has been done is responsible for the pub- 
lication of the brochure. Copies will be 
mailed to such readers as are interested in 
mining investments upon mention of THE 
MAGAZINE OF WALL STREET. 


Motor Securities. 


George H. Burr & Co., Equitable Building, 
New York City, are prepared to forward to 
those of their clients interested in automobile 
and motor truck securities, a comprehensive 
booklet which details full information as to the 
capitalization, history, production, financial 
statement, earnings, high and low sales, man- 
agement, etc., of about sixty of the most im- 
portant concerns engaged in this industry. 
The investor or prospective stockholder in 
this class of securities will find this booklet 
to be of interest as it also covers in a gen- 
eral way such significant items as the growth 
of the industry, exportation, the effects of the 
European War, and the stability of the trade. 


United Western Oil 


It has been officially reported from Wyoming 
that the United Western Oil Company has 
struck oil on their property in the Lost Soldier 
field. The oil discovered is of a very high 
gravity which will command highest prices. 
Flowing wells were brought in at a depth less 
than five hundred feet. 


Exchanging Securities. 


Messrs. A. B. Leach & Co., 62 Cedar St., 
New York City, are issuing a circular for the 
investor who realizes that by shifting his in- 
vestments with the changes in the financial 
condition, he will often realize a larger in- 
come. A copy of this circular will be sent 
upon request for L E 185 


Real Estate Mortgages versus Bonds. 


In order to assist investors not thoroughly 
familiar with the comparative advantages and 
disadvantages of bonds, and real estate mort- 


gages, Wm. P. Bonbright & Co. 14 Wall 
Street, New York City, have prepared a cir- 
cular to answer briefly the questions that are 
ordinarily asked. Copies of this circular will 
be sent without charge upon request for W 29. 
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